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TUESDAY, APRIL 24, 1956 


Unirep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in room F39, 
the Capitol, Hon. Warren G. Magnuson (chairman of the subcom- 
mittee) presiding. 

Present: Senators Magnuson, Hayden, Robertson, Dirksen, and 
Potter. 


CIVIL SERVICE COMMISSION 


STATEMENTS OF PHILIP YOUNG, CHAIRMAN; GEORGE M. MOORE, 
COMMISSIONER; FREDERICK J. LAWTON, COMMISSIONER; JOHN 
W. MACY, JR., EXECUTIVE DIRECTOR; DAVID F. WILLIAMS, DI- 
RECTOR, BUREAU OF MANAGEMENT SERVICES; AND W. B. UHLEN- 
HOP, CHIEF, BUDGET AND FINANCE DIVISION 


RESTORATION REQUESTS 


Senator Magnuson. The subcommittee will come to order. We 
have listed for this morning the Civil Service Commission. Mr. 
Young, I believe, is here. 

We will be glad to hear from you. You have sent the committee 
a letter dated March 15, setting forth the items you wish to discuss. 
We will put that letter in the record in full. 

(The letter referred to follows :) 


UNITED STATES CIvIL SERVICE COMMISSION, 
Washington 25, D. C., March 15, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill, 1957, 
United States Senate, Washington 25, D. C. 


DEAR SENATOR MAGNUSON: With regard to your letter of March 2, 1956, the 
Commission appreciates this opportunity to provide your subcommittee with the 
changes the Commission feels are absolutely necessary, from action taken by the 
House of Representatives on H. R. 9739, the Independent Offices Appropriation 
Act, 1957. 

We have made a most careful review of H. R. 9739 and Report No. 1847 which 
accompanied this bill. On the basis of our analysis and in the light of current 
trends in the Commission’s workload, the changes recommended from H. R. 9739 
as passed by the House of Representatives are as follows: 

(1) Page 2, line 4: “$10,000.” 

Payments under this provision include the salaries of members of the Presi- 
dent’s Committee on Government Employment Policy, other consultants em- 
ployed on a w. a. e. basis, and contract stenographic reporting services for 
hearings on political activity cases and certain other appeals. The amount of 
510,000 allowed by the House is a reduction of $19,000 from the amount requested 
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for these purposes. The limitation of $29,000 has been in the Comumission’s 
appropriation language for several years. By far the greater part of these funds 
are used (1) to pay the salaries of the President’s Committee on Government 
Employment Policy, which Committee is responsible directly to the President ; 
and (2) for contract stenographice reporting services for hearings Which are for 
the most part required by law. The program of the President’s Committee on 
Government Employment Policy has only been developed during this fiscal year, 
and a full program next year is expected to require a substantial increase in the 
number of meetings held by the Committee. Accordingly, the Commission re- 
quests that the Senate allow the full amount for this item, $29,000 for fiscal 
year 1957. 

(2) Page 2, line 20: “$17,282,500.” 

The amount provided by the House for “Salaries and expenses” for 1957 repre- 
sented a cut of $335,500 and provided the same amount as is available for fiscal 
vear 1956, including the pending supplemental to meet pay increase costs. The 
major part of the increase requested in the budget for 1957 is to provide for in- 
creased mileage and per diem allowances and to meet critical needs for printing, 
supplies and materials, and equipment. These items do not represent an in- 
crease in the Commission’s programs or personnel strength, but are vital to the 
successful carrying out of the Commission’s continuing responsibilities. The 
small increase requested for personal services provided for better integration of 
the inspection and classification audit programs, for handling the new workload 
of appeals under the Postal Field Compensation Act of 1955, and for improving 
instructions and regulations and issuing additional occupational standards. The 
Commission believes that these activities are necessary to the Commission’s total 
program and responsibilities. Therefore, the Commission requests that the Sen- 
ate provide the full amount requested in the budget for salaries and expenses 
of the Commission for 1957 of $17,618,000. 

(3) Page 2, line 25; page 3, lines 1 through 25; and page 4, lines 1 through 38: 
“or for the compensation or expenses of any member of a board of examiners 
(1) who has not made affidavit that he has not appeared in any agency proceeding 
within the preceding 2 years, and will not thereafter while a board member appear 
in any agency proceeding, as a party, or in behalf of a party to the proceeding, 
before an agency in which an applicant is employed who has been rated or will 
he rated by such member; or (2), who, after making such affidavit, has rated 
an applicant who at the time of the rating is employed by an agency before which 
the board member has appeared as a party, or in behalf of a party, within the 
preceding 2 years: Provided, That the definitions of “agency,” “agency proceed- 
ing,” and “party” in section 2 of the Administrative Procedure Act shall apply 
to these terms as used herein. 

“No part of appropriations herein shall be used to pay the compensation of 
officers and employees of the Civil Service Commission who allocate or reallocate 
supervisory positions in the classified civil service solely on the size of the group, 
section, bureau, or other organization unit, or on the number of subordinates 
supervised. References to size of the group, section, bureau, or other organization 
unit or the number of subordinates supervised may be given effect only to the 
extent warranted by the workload of such organization unit and then only in com- 
bination with other factors, such as the kind, difficulty, and complexity of work 
supervised, the degree and scope of responsibility delegated to the supervisor, and 
the kind, degree, and value of the supervision actually exercised.” 

The Commission recommended that the above language he removed from the 
appropriation act. These provisions are either (1) inoperative today because 
of changed conditions, or (2) duplicated by provisions in other permanent legisla- 
tion. It is requested that the Senate approve the deletion of the language re- 
ferred to above. 

(4) Page 4, line 12: “$450,000”. 

Funds from this appropriation are used to conduct investigations by both the 
Federal Bureau of Investigation and the Civil Service Commission and to finance 
the International Organizations Employees Loyalty Board established by Execu- 
tive Order No. 10422, as amended. The Commission has no control over the 
workload under this program, nor does it have any information at this time to 
indicate that the workload will be reduced in 1957 from that previously estimated. 
It might also be pointed out that these funds could not be used for any other 
purpose should the workload fail to materialize. Under these circumstances, 
rather than risk the curtailment of this program pending a supplemental appro- 
priation next year, it seems desirable to appropriate an amount sufficient to cover 
the estimated requirements of the program. Therefore, the Commission requests 
that the Senate provide the full amount of $574,000 for this appropriation. 
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(5) Page 5, line 16: “$600,000,000". 

In the budget there was requested an appropriation for payment to the Civil 
Service Retirement and Disability Fund of $295 million. The amount contained 
in H. R. 9739 is $600 million. The budget request is based upon the formula of 
normal-plus-interest recommended by the Committee on Retirement Policy for 
Federal Personnel. The committee recognized that as a practical matter the 
immediate achievement of this method of financing might not be possible and 
proposed that the Government start with such lesser amount as may be deter- 
mined to be feasible, with the aim of ultimately reaching the full amount of 
normal-plus-interest. The estimate for 1957 represents approximately 35 percent 
of the total requirements. ‘The Commission supports the gradual approach to 
normal-plus-interest financing and supports the budget estimate of $295 million. 

6) Page 5, line 19: “$100,000”. 

The Commission requested an expense limitation to cover the administration 
of the Employees Life Insurance Fund of $186,700 based upon workloads involvy- 
ing the assumption of life insurance agreements of employee beneficial associa- 
tions by the fund as provided by a recent amendment to the basic act. The 
report of the House Committee stated that the workload had not materialized 
and suggested that a supplemental request could be submitted later if required. 
However, the present schedule indicates that the majority of the associations will 
he assumed prior to June 30, 1956: therefore, there is every expectation that 
the workload will be present in fiscal year 1957. Since the nature of the program 
requires that notices of premium payments and other items of work be maintained 
currently, the delay which might occur in obtaining a supplemental authorization 
would be most undesirable. Also, in view of the fact that this request represents 
an authorization to use moneys out of the insurance fund for administrative 
expenses and is not an appropriation of funds which could be used for any 
other purpose, the Commission requests that the Senate allow the full amount of 
S186, 700. 

The Commission would appreciate an opportunity to discuss the foregoing 
items in more detail with your committee. Therefore, it is requested that a 
hearing be scheduled on these or any other matters the committee may desire to 
discuss. 

By direction of the Commission. 

Sincerely yours, 
Puitie Young, Chairman, 


GENERAL STATEMENT 


Senator Magnuson. You also have a statement, I understand / 

Mr. Youna. That is correct. 

Mr. Chairman, we appreciate this opportunity to appear before your 
committee today to discuss the programs, activities and financial 1 
quirements of the Civil Service Commission for the coming fiscal year. 

Except for a few areas, action taken by the House with respect to 
the Commission’s budget request for fise al year 1957 fulfills the Com- 
mission’s needs. We are seriously concerned about these areas which 
are not adequately covered. These were explained in detail in a letter 
to Chairman Magnuson dated March 15, 1956. We would like to ask 
the committee’s permission to insert a copy of this letter in the record. 

Senator Magnuson. That is the letter which I have put into the 
record. 

Mr. Youne. That is the letter which you put into the record. 

Our request for modification of the appropriation bill, as passed by 
the House, concerns the following matters: 


SALARIES AND EXPENSES 


The President’s budget request for this appropriation amounts to 
$17,618,000. The House bill prov ides for $17,282,500, or a reduction 
of $335,500, which holds the Commission to this year’s level of avail- 
able funds. While the reduction may appear to be relatively small, its 
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adverse effect upon our operation would be far greater than the dollar 
amount involved. I would like to point out the ee areas of 
increase requested by the Commission and their importance in rela- 
tion to our overall program. 

The funds made available in the House bill are inadequate in the 
following areas—for personal services approximately $69,000, and for 
other objec ts of expenditure approximately $266,000. 

This item of $69,000 breaks into 2 parts, as follows— 


APPEALS FROM POSTAL EMPLOYEES 


. Postal Appeals—$50,000 is required for the purpose of processing 
appe als from postal employees—a new item of work under the recent 
Postal Field Compensation Act, and over which we have no control. 
We have already received more than 2,500 of these appeals. 

Senator Magnuson. In other words, they come to you for action 
based upon an alleged action or alleged inequity done by another 
department ? 

Mr. Youne. These arise out of the Postal Compensation Act where 
by law we are directed to handle appeals under this new pay classifica- 
tion setup for the Post Office Department last year. 

Senator Magnuson. If the Post Office Department takes some ac- 
tion and some employee thinks it is not equitable, the appeal comes to 
you and not to the Post Office Department ? 

Mr. Youna. It comes to us and we have to process it. We have, 
of course, no control over ths at workload and, as you can see, we have 
already received more than 2,500. This being a new act and new classi- 
fication system, the receipt figures are going to run high. 

Senator Magnuson. | would think they would run higher as this 
gets going and employees get to know about it. 

Mr. Macy. It isstill in the first few months of operation. 

Mr. Youna. It will take a few years for it to shake down, Mr. 
Chairman, and to have the number of appeals stabilized. 

Senator Magnuson. Let me ask you one thing there. I have had 
some of these things come to my office and I suppose other Senators 
have also. When those appeals are made are they made to a field 
office fi - or are they made directly ¢ 

Mr. Youn. These come directly to the central office in Washington 
under this new setup. 

Senator Magnuson. Are the appeals heard here / 

Mr. Youna. Other appeals, which are not under this particular 
piece of legislation, go to the regional offices first. 

Senator Magnuson. This is the last step ! 

Mr. Youne. No, this isa separate business from our regular appeals 
operation under the provisions of the Veterans’ Preference Act, and 
so forth. These arise from the new classification pay system setup 
in the Post Office Department last year. 

Senator Magnuson. They are mainly on pay 

Mr. Youn. They are all on grade classification which carries a 
rate of pay with it. 

Senator Magnuson. A man in the field could very well make his ap- 
peal by correspondence so he would not have to come here, could 
he not ? 

Mr. Youna. He would not have to come in. 
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Senator Maanuson. In other words, you pass on it. They file a 
brief and you people pass on it ? 

Mr. Youne. That is correct. 

Senator Magnuson. I am thinking in terms of having these people 
all over the United States with the expense of doing it, but it can 
be done in a very simple, direct way ? 

Mr. Youne. If the under standing of that system is a problem to 
the Members of Congress or to the Senate, we could well put out some 
kind of a little statement. 

Senator Magnuson. There has been no criticism of it. It is merely 
seeking information. 

Mr. Youna. It is a new business. Maybe it would be helpful to 
publish something on it. 

Senator Magnuson. I think it would be helpful if it could be cir- 
cularized because a lot of them do not understand what they can do 
and how to do it. 

As I understand it, it is a simple procedure. 

Mr. Younc. We try to keep these procedures as simple as we can. 

Senator Magnuson. That is difficult in itself, 1 understand. Pro- 
ceed, 

Mr. Youne. There is $50,000 in this item for postal appeals. The 
other $19,100 revolves around the necessity for recodification of the 
civil service laws. 


RECODIFICATION OF CIVIL SERVICE LAWS 


The necessity for recodification of civil service laws was recognized 
by the Hoover Commission in its report on Personnel and C ivil Serv- 
ice. This project has also been recommended by the Committee on 
Post Office and Civil Service of the House. The Commission needs 
$19,100 to permit it to accomplish this project in 1957. It is believed 
that the benefits of such a project will exceed many times its cost. I 
might add that this is only a onetime request and would not be a con- 
tinuing function. 

This is a onetime request. ‘This is a particular item that almost 
every study and committee report has taken a shot at from time to 
time, and there is a crying need to try to get the civil-service laws 
codified. 

Senator Magnuson. This amount would bring it up to date? 

Mr. Youna. That is what we need in 1957, and it should be enough 
to do the job on this codification. It is a very complex area legally, 
as vou know. 

Mr. Witurams. The House made no comment. 

Senator Magnuson. They said they did not think your work was 
changing materially and the committee could see no reason for in- 
creasing the expenditure. This, as you point out, was a project. rec- 
ommended by the Hoover Commission and by the House committee. 

Mr. Youne. Yes, and it has been mentioned almost by every group 
that has studied the civil-service picture because we have this array 
of complex laws and statutes. They need to be brought together and 
dovetailed and geared in with each other in one spot so that you can 
deal with them effectively. 

Senator Magnuson. I would think that, since there has been an at- 
tempt to recodify these laws, that we have passed quite a few new 
Ones, 
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Mr. Youne. That is correct. It merely compounds the problem 
from our point of view in terms of dealing with them. 

That is the $69,000 on personal services. Now we come to the other 
part which is the need for approximately $266,000 for expenses other 
than personal services which includes funds for travel, communica- 
tions, printing, supplies, and equipment. ‘These items do not represent 
an increase in the Commission’s program or personnel strength, but 
are necessary to carry out continuing programs at about our present 
level of operations—for example: 


TRAVEL FUNDS 


The budget request contains an increase of $65,000 in the travel 
limitation. Most of this increase is to permit payment of the new 
mileage and per diem allowances authorized by law. 

Senator Magnuson. To wh: aut did the House li imit you? They seem 
to have limited it to last vear’s level. 

Mr. Youne. $443,000, plus- ° 

Senator Magnuson. Plus the supplemental which I think makes it 
Se S.000, 

Mr. Unnennor, That is correct. 

Senator Magnuson. That was similar to last year’s amount. In the 
meantime there have been new mileage and per diem allowances ? 

Mr. Youna. Yes, sir. 

Senator Magnuson, $65,000 would take care of that estimated in- 
crease given to you since last year‘ 

Mr. Wituiams. To simply enable us to maintain the same rate of 
travel. 

Senator Haypen. Was any additional money for this travel increase 
allowed in the supplemental appropriations bill for the remainder of 
this year? 

Mr. Wiiuiams. Yes, sir. In the supplemental we asked for a $50,- 
000 increase in limitation only, not money. We will supply the money 
if we get the increase in limitation. In both the House and Senate 
supplemental bills we were authorized $45,000, a decrease of $5,000, 
which we are not questioning incidentally. 

Senator Magnuson. Altogether you are running about $508,000. 
The House allowed about $508,000 and this would increase you 
$573,000 ? 

Mr. Youne. No, sir: the $508,000 limitation in the language of the 
House bill includes the $65,000 increase, but the overall reduction of 
travel. We need $65,000 more in funds for travel. 

Senator Magnuson. That is correct. 

Mr. Youne. That is correct. 

Senator Magnuson. What have you on communication services? 


to 


COMMUNICATION SERVICES 


Mr. Young. Beginning with the fiscal year 1957 the Commission is 
required to reimburse the General Services Administration for a pro- 
portionate share of the salary cost of telephone switchboard operators 
in W ashington i in addition to the other switchboard service costs. The 


amount of $24,000 is required for this purpose. This item has not 
appeared in the Commission's budget before. 
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Senator Magnuson. There did appear money in your budget for 
communications. 

Mr. Wititams. Yes, but not for this switchboard service. 

Senator Magnuson. This only relates to the switchboard service? 

Mr. Youna. Yes. 

Senator Magnuson. This is an added service ? 

Mr. Youne. This is a result of a requirement for reimbursement to 
General Services Administration where they have presented the cost 
of the switchboard services divided among the participating agencies 
that use it. This is our share. 

Mr. Witt1ams. They have been giving the service without charge 
and now they insist on reimbursement. 

Senator Magnuson. We can expect them to be minus $25,000 when 
they come in. I will have to look at that. 

Mr. Wiiutams. This should not be an additional expense to the 
Government. 

Senator Magnuson. They should be minus what the rest of the 
agencies pay. 

Mr. Youna. That may be. I do not know how they set up their 
request. 


PRINTING AND REPRODUCTION 


An increase of $71,300 is required to meet our printing needs in 
fiscal year 1957. The major part of this increase is for test materials. 
The supply of usable examination materials has been greatly depleted 
during the past several years, and many tests have been — too fre- 
quently to insure a fair and adequate examination. We are also criti- 

cally dependent on printed instructions and standards inden to thou- 
sana of appointing offices and personnel officials throughout this 
country and abroad. 

What has happened there, Mr. Chairman, is that for the last few 
years, especially the last 2 years, we have been living off our inventory 
stock of test materials on the shelf, and we have not been replacing 
those because of the low appropriation on this item. We have now 
reached the point where we are running into a short supply or a very 
limited supply of these various materials which we need, and we have 
to replenish our stock and inventory. 

Senator Magnuson. What do you mean by test materials? 

Mr. Young. Examination materials. 

Senator Magnuson. The materials which you use? 

Mr. Young. Yes, the forms and the examination questions. 

Mr. Witut1ams. The actual questions which we give to competitors 
in examinations. 

Senator Haypen. The questions, if they are printed and one has 
them and keeps them and could copy them, would be available for the 
next fellow who comes along to have the answers. 

Mr. Wittrams. We collect the test material after each examination. 
The competitor does not keep the questions after the examination is 
over, 

Mr. Youne. But you are quite right in your comment that you 

cannot afford to do thi at over too long a per iod, You have to replen- 
ish your stock with new examinations. 

Senator Porrer. You have to institute the honor system. 
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SCARCITY OF PAPER 


Senator Haypen. I would like to add, Mr. Chairman, that yesterday 
we passed upon the bids for paper and it is such a scarce article that 
we only received 50 percent of the needs of the Government Printing 
Office, so, whether we will have any paper to print this on, is a question. 

Mr. Youna. That is a factor which we have considered, of course. 

Senator Haypen. The paper situation, by way of interesting facts, 
is that there are paper companies that have now gone into making all 
kinds of paper plates, and are out of business. The packaging indus- 
try uses paper. The same pulp is used for packaging and the indus- 
trial use for paper on that account has narrowed the market until it 
is very diflicult to get. The larger magazines have put in their own 
printing plants and will no longer supply the Government. 

Mr. Youna. That isa problem i in printing and reproduction. We 
have to replenish our stock of printed instructions and standards to 
send out to this very widespread personnel system for which we are 
responsible. 

OTHER CONTRACTUAL SERVICES 


The next item is “Other contractual services.” Additional funds 
amounting to $19,000 are required for all contractual services not 
otherwise classified, such as repairs and alterations, storage and main- 
tenance of vehicles, medical fees, contractual stenographic reporting, 
fees and other charges. This increase is primarily to repair mac hines 
and furniture, for “building alterations and vehicle maintenance. to 
provide the normal repair and upkeep of the Commission’s equipment. 


EQUIPMENT 


An additional $71,900 is required for replacement of typewriters, 
office machines and other equipment to maintain the economic utiliza- 
tion of such equipment, and is based on a 6-year replacement program. 

What we are doing is following the rules laid down by the GSA 
with respect to repl: cement of equipment. According to their for- 
mula, these items are old enough for replacement under those general] 
instructions. 

The survey which we made last year indicated that much of this 
machinery and equipment is in a very poor condition and should be 
replaced in accordance with the standards of the GSA and the Joint 
Committee on Printing. 

Senator Magnuson. Does the General Services Administration 
send to you as well as to the other departments certain standardized 
procedures so that you may have to change if they are not being used 
by the Civil Service Commission ? 

Mr. Youne. They lay down a formula governing the depreciation 
and replacement of. equipment. 

Senator Maenuson. That is as to typewriters and office machines? 

Mr. Youne. Yes, sir. 

Senator Magnuson. That applies to all Government agencies. 

Mr. Youne. That isright. This is an orderly replacement program. 

Senator Maenvson. And the Joint Committee on Printing requires 
certain standards, do they not ? 

Mr. Youne. Yes. 
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A survey of the Commission's equipment conducted last year in- 
dicated that much of it is in a very poor condition and should be re- 
placed in accordance with the use standards of the General Services 
Administration and the Joint Committee on Printing. 


OTHER ITEMS 


Need for other items totaling approximately $15,000—includes 
$1,600 for rental of space for the Commission’s office rece ntly estab- 
lished at Anchorage, Alaska ; $9,200 for supplies used by the Commis- 
sion consisting of paper, envelopes, standard forms, and other miscel- 
laneous office supplies required to carry out the functions of the Com- 
mission. These are computed on a per capita cost based on experience. 

J might add that I am very proud of our internal cost accounting 
system, , and we can pinpoint almost to the last nickel as to what our 
costs are and what we do require in this respect. This all adds up to 
this total of $335,500. 


TOTAL PERSONS UNDER JURISDICTION 


Senator Macnuson. Generally speaking, how many people cloes the 

‘ivil Service Commission have under its jurisdiction now? 

Nr. Youne. Generally, 2 million. 

Senator Maenuson. It is around 2 million ? 

Mr. Youne. It is slightly under 2 million. It is about 86 percent of 
the total payroll of 2.300.000. 

Senator Magnuson. How much is your total amount for this year / 

Mr. Youne. $17,618,000. 

Senator Magnuson. So that that would be about $7.50 per body 
per year approximately ; would it not ¢ 

Mr. Youna. It is amazing. 

Senator Magnuson. Of course, each one has a record which must be 
kept. 

Mr. Youne. Yes. Not only do we have to exercise that kind of con- 
trol, but the Civil Service Commission today, in this very widespread 
personnel management program, has to work on a decentralized basis 
through the other departments and agencies which raises all kinds 
of implications and questions. It is an entirely different approach 
today than it was before World War II when you had a small cen- 
tralized personnel program in the Government. 

Senator Magnuson. I presume that in the past few years the serv- 
ices rendered to the person involved are greater to the extent that 
there are more things in the files than there used to be—is that correct— 
pertaining to the person and his record ? 

Mr. Young. Yes, and it is a different kind of program today than 
what it used to be. We have reduced our personnel by about 26 per- 
cent since 1952, and we are doing far more today than the Commis- 
sion ever did before in its history. 

Senator Magnuson. Of course, some of that reduction would come 
by modern methods of recording. 

Mr. Youne. By reorganization of the Commission itself and more 
effective internal oper ating procedures and management. 

Senator Magnuson. But it does cost the taxpayer about $7.50 per 
person ? 

Mr. Youna. That is right, to maintain the civil-service system. 
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LIMITATION ON CONSULTANTS AND REPORTERS 


Senator Magnuson. You mentioned some changes in language. 

Mr. Youna. We also have a problem here with limitation on the 
use of consultants and contract stenographic reporting service. We 
have had a limitation of $29,000 for that kind of service for the last 
» or 6 years. As far as I know, it has never been questioned before. 
It is a bedrock operating figure. 

The House bill reduced this limitation to $10,000 for 1957. We 
cannot live on this. 

Senator Porrer. For what kind of services is this? 

Mr. Young. This is for experts and consultants and for steno- 
graphic reporting services. We do not do too much in the expert 
consulting. We have used a few from time to time on a hand- picked 
basis. This item also covers the salaries of members of the President’s 
Committee on Government Kmployment Policy. The President’s 
Committee on Government Employment Policy is the present rein- 
carnation of the old Fair Employment Practices Board which was 
the interdepartmental group. It also has outside members; it deals 
with problems of discrimination and segregation and those types of 
questions. The Civil Service Commission is responsible for asking 
in its appropriation for the money to pay these part-time members of 
the President’s Committee on Government Employment Policy. 

Senator Magnuson. They are consultants in a sense. They are paid 
per diem. They are not regularly salaried people. 

Mr. Youne. Yes, sir, 

Mr. Macy. They are not a part of the Commission organization. 
The Commission is only the paying agency. 

Senator Haypen. I] suggest that you place in the record the break- 
down of how the money is spent for these three different parts and 
how it operates in each instance. 

Mr. Youne. We can do that. 


(The information referred to follows :) 


Distribution of limitation of $29,000 for services authorized by sec. 15 of the 
act of August 2, 1946 (5 U. 8. C. 55a) 
Consultants’ services: 
President’s Committee on Government Employment Policy (mem- 
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STENOGRAPHIC SERVICES 


Senator Magnuson. On your stenographic services, do you contract 
all of that or do you do a great deal of that yourselves ? 
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Mr. Wituiams. We do most of it, Mr. Chairman. The contract 
part deals mostly with hearings on appeals. About $12,000 of this 
limitation of $29,000 is spent on a contract basis for the recording of 
Hatch Act and other appeals. We do not carry our normal steno- 
graphic work by contract. We do that by hiring stenographers. 

Senator Magnuson. You do as Congress does. We have our own 
stenographic service but for hearings we call on contract steno- 
graphers. 

Mr. Young. And, of course, we have a lot of hearings on these ap- 
peals. There is nothing that we can do about that. 

On the change in appropriation language, the budget of the Presi- 
dent proposed 4 deletions in our appropriation language, 2 of which 
were approved by the House. The other two provisions concerning 
the filing of affidavits by members of boards of examiners, and the al- 
locating of positions on the basis of the number of employees super- 
vised, are now contained in permanent legislation or are inoperative. 
We merely recommend that this committee approve the deletions of 
appropriation language requested in the budget because they are no 
longer effective. 


INVESTIGATIONS OF INTERNATIONAL ORGANIZATIONS EMPLOYEES 


The next item is the matter of investigations of United States citi- 
zens for employment by international organizations. 

The House bill provides $450,000 for this program—a reduction 
of $124,000 from the budget request of $574,000. The House report 
indicated that if workloads develop in fiscal year 1957 in excess of 
that provided for, additional funds can be requested at that time. 
The Commission feels, however, that it would be desirable to appro- 
priate an amount sufficient to cover the estimated requirements for 
fiscal year 1957 rather than risk curtailment of this program again 
next year pending a supplemental appropriation. 

For the current fiscal year, that is 1956, the Congress reappropriated 
only the unobligated balance as of June 30,1955. This authority made 
available approximately $398,385 for fiscal year 1956 as compared 
to the original request of $500,000. Work-load receipts have been 
in line with our estimate and in excess of the number which can be proc- 
essed with funds made available. 

As you know, Mr. Chairman, a request for supplemental funds in 
the amount of $119,000 was made to the Congress. Both the House 
and Senate have provided an additional $107,100 for this work in 
the second supplemental bill for 1956 now in conference. In the 
meantime, both the Federal Bureau of Investigation and the Civil 
Service Commission have had to discontinue scheduling new investiga- 
tions under this program until supplemental funds are made avail. 
able. It would be most undesirable in my opinion to have this situa- 
tion occur again next year. 

Senator Magnuson. When you came in last year you suggested 
that you were only making an estimate on the amount of work that 
you may have. 

Mr. Youne. The State Department asked us to use experience as 
the basis for the estimate. 
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Senator Magnuson. You did not know exactly how much work 
was to be involved. Now you are coming back with really a report 
of what you have been doing. 

Mr. Youne. As you know, we came up for this additional amount 
in our supplemental request. The original amount we received plus 
the amount allowed us in the supplemental just about hits the esti- 
mates we made for last year on the nose. Therefore, we think, on 
the basis of that, that what we are asking for in fiscal 1957 should be 
allowed in order to carry this program “forward so that we do not 
vet into this box of having to discontinue our investigations at a 
critical time. 

INVESTIGATION PROCEDURE 


Senator Haypen. I would like to ask how it works. If there is 
a posit on created or to be available in the United Nations and a half 
dozen persons or more apply, do you investigate all of them and, 
asa result of that investigation, the authorities in the United Nations 
pick the one that is to occupy the place? Is that the way it is? 

Mr. Youne. That is correct, Senator. We investigate all the appli- 
cants sent to us through the State Deartment from the United Na- 
tions and other international organizations, and render an advisory 
opinion to the Secretary of State on the question of the loyalty of e: ich 
of those individuals. Then the international organization, the United 
Nations for example, will hire 1 of those 5 that we have gone over, 
so that there is a considerable amount of waste motion in terms of the 
ictual number of people eventually employed. 

Senator Haypen. It would seem to me that perhaps the State De- 
partment could do some screening of its own before these applications 
came to you. 

Senator Porrer. Is this a security check? 

Mr. Youna. These are not Federal employees. They are being 
hired by the international organizations and, even if we ‘reported an 
adverse loyalty recommendation, there is nothing to keep the inter- 
national organization from still hiring that person if it wanted to. 

Senator Porrerr. Is_ this investigation for security or loyalty 
reasons ¢ 


Mr. Youne. Yes, sir. 
PARTICIPATION BY FBI 


Senator Porrer. Why did they assign that job to the Civil Service? 
Why did they not give that to the FBI? 

Mr. Y OUNG. About half of this appropriation goes to the FBI and 
half to the Civil Service Commission. This program is handled in 
the way that almost all of our other investigations are handled. You 
see, today the Civil Service C ‘ommission is doing roughly 54 percent 
of all the investigation work in the Government. The FBI is doing 
about 17 or 18 percent. 

The Civil Service Commission starts out and makes what we call 
background investigation of these individuals. If the Civil Service 
Commission, in the course of its investigation procedure, runs into 
any information of a derogatory nature, it turns the case over to 
the FBI which carries it on from there. So about half of the appro- 
priation we are asking for here actually goes to the FBI for the carry- 
ing on of their part of this work. 
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Senator Roperrson. Mr. Chairman. 
Senator MAGnuson. Yes, sir. 


ECONOMIC COUNCIL OF INTERPARLIAMENTARY UNION 


Senator Roserrson. I spent the first week of April attending a 
meeting of the Economic Council of the Interparliamentary Union 
n Dubrovnik on the Dalmatian coast of Yugoslavia. Thirty- -two 
nations were represented there. 

In the first 2 days I served on the economic and finance committee 
which was to draft resolutions for a consideration of the fall meeting 
of the entire Union in Bangkok. 

One of the major items of discussion was the rehabilitation of 
Southeast Asia. ‘There was considerable criticism of our foreign 
policy, our economic aid. The Russians, of course, claimed that we 
never gave anybody aid without political strings tied to it. 

A number of delegates in that committee advanced the view that 
it would be much better if all of our economic aid was administered 
through the United Nations. Of course, the real essence of that was 
that we just turn over large lump sums to the United Nations and 
they would say who got it; but one of the reasons alleged by some 
of them who spoke at that meeting was that the represe ntatives of 
the United Nations were more efficient than those that we had been 
selecting to handle our foreign aid. 


QUALIFICATIONS OF FOREIGN AID PERSONNEL 


Now. do I understand that the Civil Service Commission now is 
going to pass on the qualifications as well as the loyalty of those who 
will be administering our foreign aid? 

Mr. Youne. Do you mean in the United Nations or in our own 
program ¢ 

Senator Roperrson. I mean in our own program. 

Mr. Young. Well, we pass on the qualifications, of course, and the 
recruiting of those who come under the civil service system only. 

Senator Roperrson. In the International Cooperation Adminis- 
tration, headed by former Congressman John Hollister, there are a 
lot of employees. Who passes on their qualifications ? 

Mr. Youna. Most of the employees in that organization are hired 
under the Foreign Service Act as Foreign Service reserve officers. 
Very few of them come under civil-service system. 

Senator Roperrson. Who passes on them / 

Mr. Youna. The agency. 

Senator Ronerrson. The »y have sole control ? 

Senator Magnuson. And the State Department. 

Mr. Youne. And the State Department as far as meeting the For- 
ign Service requirements. 

Senator Roperrson. That was the definite report of those who were 
getting aid, that the people who represented us in that organization 
were not as efficient as the men who represented the United Nations 
missions, that the latter seemed to have been more carefully selected 
und were more efficient. 

You do not know anything about that / 
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Mr. Youne. I would not have a basis for judgment on that, Sen- 
ator. Most of those employees do not come under our jurisdiction 
or supervision in any way, and I would hs a; no basis for comparing 
them with the staff of the United Nations. T do know that Ambassa- 
dor Lodge is most anxious to see as many United States citizens as 
possible hired by these international organizations, and that is one 
reason why we need these funds to keep that investigation program 
rolling and make them available as rapidly as possible. 

Senator Rorertson. I mentioned one international organization 
and vou said you had no control over that. To what international 
organizations are you referring ? 


TOTAL INTERNATIONAL ORGANIZATIONS 


Mr. Younes. T am referring to about 60 international organiza- 
tions for which we investigate regarding the loyalty of potential em- 
ployees. This program is carried on by an agr eement between these 

various international organizations of which the United States is a 
member, and the Department of State. 

Senator Rorerrson. For instance, one of them would be ILO. 

Senator Macnuson. The Senator from Virginia is trying to find 
out how many of these international or ganizations you pass upon. 

Mr. Youna. We do not pass on the organizations. 

Senator Magnuson. T mean the employees of the organizations. 

Mr. Younc. There are about 60 organizations. TI would be glad to 
read them. 

Senator Macnrvson. That would cover most of them, would it not ? 

Mr. Youne. Yes, sir: it would. 

Senator Maanuson. That was a job delegated to the Civil Service 
Commission, and in some instances these people are not under civil 
service. They are merely employees of these organizations: is that 
correct ? 

Mr. WiiutaMs. None are civil-service employees. 

. Mr. Macy. They are all employees of the international organiza- 
tions involved. 

Senator Macnvuson. You got the job of looking at them for the or- 
ganization which is actually the State Department ? 

Mr. Youne. By agreement between the Department of State and 
the international organizations we render an advisory opinion only on 
the loyalty of these individuals. 

Senator Porrrer. You do not test them as far as ability is concerned ? 

Mr. Youna. No, sir. 

Senator Magnuson. And those cases that look a little more im- 
portant are sent to the FBI? 

Mr. Youne. Where there is derogatory information of a loyalty 
nature, we tturn them over to the FBI for completion of the investiga- 
tion. 

Senator Maanuson. This program has been underway for how long? 

Mr. Youna. This is the third year. , 

Mr. Untennop. January 9, 1953. 

Senator Maenuson. So we started with a group of people that you 


were to look at. Is that completed with those that are employed ¢ 
Mr. Young. Yes. 
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Senator Magnuson. All your work on your new applicants is for 
replacements applying for a job? 

Mr. Youne. That is correct. 

Senator Magnuson. We have completed the other studies because we 
started out, of course, having no check through you people at all. 

Mr. Youne. That is correct. Again, the basis for this request is 
the estimate of cases to be processed based on experience as instructed 
by the Department of State. 


LIST OF ORGANIZATIONS 


Senator Magnuson. Will you put that list of organizations in the 
record ? 

Mr. Youna. I would be glad to. 

(The list referred to follows:) 


INTERNATIONAL ORGANIZATIONS FOR Wich INVESTIGATIONS ARE MADE 


United Nations Secretariat 
Vountary program of the United Nations: 
United Nations International Children’s Emergency Fund 
United Nations High Commissioner for Refugees 
United Nations Korean Reconstruction Agency 
United Nations Relief and Works Agency for Palestine Refugees in the 
Near East 
Specialized agencies of the United Nations: 
Food and Agricultural Organization, Rome. Italy 
International Civil Aviation Organization, Montreal, Canada 
International Labor Organization, Geneva, Switzerland 
International Telecommunication Union, Geneva, Switzerland 
United Nations Educational, Scientific, and Cultural Organization, Paris, 
France 
Universal Postal Union, Bern, Switzerland 
World Health Organization, Geneva, Switzerland 
International Monetary Fund, Washington, D. C. 
International Bank for Reconstruction and Development, Washington, D. C. 
World Meteorological Organization, Geneva, Switzerland 
Inter-American organizations: 
Pan American Union, Washington, D. C. 
Pan American Sanitary Bureau, Washington, D. C. 
Inter-American Defense Board, Washington, D. C. 
American International Institute for the Protection of Childhood, Mon- 
tevideo, Uruguay. 
Inter-American Indian Institute, Mexico, D. F. 
Inter-American Institute of Agricultural Sciences, Turrialba, Costa Rica 
Pan American Institute of Geography and History, Mexico, D. F. 
Pan American Railway Congress, Buenos Aires, Argentina 
Postal Union of Americas and Spain, Montevideo, Uruguay 
Inter-American Statistical Institute, Washington, D. C. 
Inter-American Commission on Women, Washington, D. C. 
Inter-American Radio Organization, Habana, Cuba 
Miscellaneous international organizations: 
Intergovernmental Committee for European Migrants, Geneva, Switzerland 
sureau of the Interparliamentary Union for Promotion of International 
Arbitration, Geneva, Switzerland 
International Commission of the Cape Spartel Light, Tangier, Morocco 
Caribbean Commission, Port-of-Spain, Trinidad 
International Union for the Protection of Industrial Property, Bern, 
Switzerland 
International Bureau of the Permanent Court of Arbitration, The Hague, 
Netherlands 
International Bureau of Weights and Measures, Sevres, France 
International Council of Scientific Unions and Associated Unions, Brussels, 
Belgium 


76535—56——2 
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International Hydrographic Bureau, Monte Carlo, Monaco 

International Sugar Council, London, England 

International Whaling Commission, London, England 

International Wheat Council, London, England. 

Northwest Atlantic Fisheries Commission, St. Andrews, New Brunswick. 

Permanent International Association of Navigation Congresses, Brussels, 
Belgium 

South Pacifie Commission, Noumea, New Caledonia 

Central Committee for the Navigation of the Rhine, Strasbourg, France 

International Cotton Advisory Committee, Washington, D. C. 

International Tin Study Group, The Hague, Netherlands 

International Wool Study Group, London, England 

Rubber Study Group, London, England 

Interim Commission for International Trade Organization, Geneva 
Switzerland 

Inter-Allied Reparation Agency, Brussels, Belgium 

Bilateral Commissions 

International North Pacific Fisheries Commission, Vancouver, British 
Columbia 

International Pacific Salmon Fisheries and Commission, New Westminster, 
British Columbia, Canada 

International Pacific Halibut Fisheries Commission, Seattle, Wash. 

Multilateral Commission: Inter-American Tropical Tuna Commission, San Diego, 
Calif. 
TOTAL AMERICANS EMPLOYED 


Senator Ronerrson. How many Americans are in it ? 

Senator Porrer. Do you know how many Americans there are? 

Senator Roserrson. You said about 60 organizations. About how 
many Americans would be employed in that 60 or ganizations? Can 
you give some indication of how much work you have to do in passing 
on the American applicants? 

Mr. Youne. Approximately 3,000 United States citizens were em- 
ployed in those organizations in 1955. Now, we probably investigate, 
I would venture to guess, an average of perhaps 3 for every 1 hired, 
maybe higher than that. 

Senator Maenuson. The Senator from Arizona did pose the prob- 
lem that maybe the State Department could lighten your load a little 
bit by doing a little more screening themselves before submitting too 
many names to you for one position. 

Mr. Youna. They would have really no basis for doing any screen- 
ing. All that the Government is doing here for the international 
organization is giving an advisory opinion on loyalty. 

Senator Macnuson. Suppose that there is one job open and you get 
50 applicants. Do you have to look at all of the 50? 

Mr. Youna. If the international organization requests the Secre- 
tary of State to look at them, yes; however, this never occurs. 

Senator Maenuson. They ought to do a little screening themselves 
because it will be obvious on the application that some applicants prob- 
ably would not fit into that particular job. 


PAYMENT TO RETIREMENT FUND 


Mr. Youne. That is right. 

Now, as to the payment to Civil Service Retirement and Disability 
Fund, as stated in our letter to the chairman of this committee, the 
President’s budget requests an appropriation for payment to the 
Civil Service Retirement and Disability Fund of $295 million. This 
request is based upon the formula of normal-plus-interest recom- 
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mended by the Committee on Retirement Policy for Federal Per- 
sonnel. 

Senator Roserrson. Is this just enough to keep it current? What 
is the accumulated liability ? 

Senator Maenuson. Senator, I thought that when Mr. Young fin- 
ished the statement we would like to go into that matter. 

Just finish your statement. 


KAPLAN COM MITTEE 


Mr. Youne. The Committee on Retirement Policy for Federal 
Personnel is the Kaplan Committee, set up, as you know, by act of 
Congress. The committee recognized, however, that as a practical 
matter, the immediate achievement of this method of financing might 
not be. possible and proposed that the Government start with such 
lesser amount as might be determined to be feasible. For 1957, ap- 
proximately 35 percent of the full cost on a normal-plus-interest basis 
was determined to be feasible. This amount also is suflicient to pre- 
vent any diminution of the employees’ equity in the fund during 
1957. The House of Representatives recommended an appropriation 
of $600 million for this purpose, an increase of $305 million. The 
President’s budget supports the gradual approach to normal-plus- 
interest financing and recommends an appropri ition of $295 million. 
Attached to copies of these comments is a statement, for the record, 
expressing the administration’s views on the method of financing 
the fund. 

Do you wish to go into this one further now or shall 1 complete 
the one item which is last ? 

Senator Magnuson. Will you complete that and then we would 
like to discuss this other item. 


EMPLOYEES’ LIFE INSURANCE PROGRAM 


Mr. Youne. The next item has to do with the employees’ life in- 
surance program. That is the employees’ group life insurance pro- 
gram which covers not only all Federal employees but also all Mem- 
bers of Congress. 

The act which established the employees’ life insurance program 
provided that the employees’ life insurance fund be available for any 
expenses incurred by the Civil Service Commission in the adminis- 
(ration of the act, within such limitations as may be specified an- 
nually in appropri: ition acts. 

In August 1955, the law providing for this insurance program was 
amended to authorize the assumption of life insurance agreements 
of employee beneficial associations. In January 1956, last January, 
the Commission began assuming these agreements, with the objec- 
ae of taking over the m: jority of the associations prior to June 30, 

1956. Therefore, the full workload of administering these agree- 
ments will be experienced throughout the fiscal year 1957. This work- 
load involves approximately 140,000 policyholders and consists of 
quarterly billings of premium notices, collecting and depositing funds, 
ucequisition, conservation, and disposition of the assets and liabilities 
of the associations taken over, and other related work. 

The administrative expense limitation requested for 1957 is $186,- 
‘00; the House bill provides only $100,000. 
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In asking for full restoration of the amount of the House reduc- 
tion, I would like to call your attention to the fact that even this 
amount will fall short of our needs for the coming fiscal vear because 
of the cut in the pending supplemental bill for fiscal year 1956. The 
Commission, in the second supplemental appropriation bill for fiscal 
vear 1956, requested an increase in this year’s limitation to $192,350. 
The House approved $100,000: the Senate approved $135,000. The 
conferees on this bill, H. R. 10004, are meeting today, I understand. 

In view of the action of the two committees in approving less than 
the full amount requested, it has already been necessary to postpone 
taking over some of the beneficial associations during this fiscal year 
as planned. The supplemental request for fiscal year 1956 was to 
provide primarily for the acquisition and establishment of this added 
program: whereas the funds requested in the budget for fiscal vear 
1957 are entirely maintenance costs. We are not faced with the need 
to finance some acquisitions and full maintenance from 1957 funds. 

Senator Magnuson. As I recall your testimony last year, you are 
voing to have to do this sooner or later, are you not ? 

Mr. Youne. This was an amendment to the act by Congress direct- 
ing the Commission to go ahead and do this. If we do not have the 
money, we just do not do it. 

Senator Macnuson. The more quickly you take these over the better 
off everyone is. 

Mr. Youne. Yes, sir. 

Senator Magnuson. Once you get them all taken over, the cost will 
be just the maintenance ? 

Mr. Youne. That is correct. IT would like to point out that this is 
not a request for funds. The amount approved under this limitation 
for administration of the group life insurance program can be used 
only for this function. Any other funds appropriated to the Com- 
mission for other purposes cannot be used to process this insurance 
work load. 

Since the assumption of life-insurance agreements of employee bene- 
ficial associations was directed by the Congress and is a totally new 
workload, the work cannot be accomplished with present personnel. 
It is, therefore, requested that this committee restore the full amount 
provided for in the budget request. 

That coneludes my formal statement, Mr. Chairman. Commis- 
sioner Moore and Commissioner Lawton are here and may wish to 
male some supplemental comments. ; 

Senator Rorerrson. I want to ask a question about this retirement 
fund. 

Mr. Youne. IT would like to ask Commissioner Lawton to join me 
at the table. He has been concentrating on this particular field of 
operations. 


SUPERGRADES IN GSA 


Senator Magnuson. I understand, Mr. Young, that vou want to 
comment on page 18 of the bill on the supergrades for General Services 
Administration. 

Mr. Youne. This clause in the General Services Administration 
section of the bill provides for putting in 10 positions in addition to 
those otherwise authorized in grade 16 of the general schedule of the 
Classification Act, and also makes provision for 1 grade 18 for the 
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Comptroller as long as the position is occupied by the present incum- 
bent. 

This provision was put in by the House Appropriations Committee, 
as | understand it. 

Now, the general policy of the Administration, and we have a very 
clean-cut understanding with the Civil Service Committee, is to keep 
all of these authorities for increase in the number of so-called super- 
erades, that is grades 16, 17 and 18, under the jurisdiction and control 
of the Civil Service Committee and all in one place rather than bit by 
bit authorizations contained in various appropriations acts. 

That was accomplished last year when we got all of the various 
authorities put together in a general amendment enacted to the Classi- 
fication Act to provide for it. 

In this instance, the General Services Administration, which I might 
point out also has changed management since this was written, has 
requested the Civil Service Commission to provide for the supergrades 
which it feels it needs under the new management, those we now have 
under consideration, and I have every reason to believe that we will 
be able to meet their needs and demands through the regular orderly 
process rather than in this kind of exceptional operation. 

Senator Porrer. In other words, you would not need this language ? 

Mr. Young. In my opinion, this should not be in this appropriation 
act at all. This is not the way to accomplish that result. 

Senator Magnuson. It is your opinion that it might start a piece- 
meal chipping away when we have been trying to put them together ? 

Mr. Youna. Yes, sir. I am sure that the Administrator of GSA 
would also like to testify on that point when he appears before you. 
[ would not want to state his policy and position. 


RETIREMENT AND DISABLLITY FUNDS 


enator MaGnuson. Now we get to the very important item of 1 
tirement and disability funds. Mr. Lawton knows about this but first 
I want to ask Mr. Lawton’s opinion on the Comptroller General's re- 
port dated January 27 which was sent to the Chairman of the com- 
mittee in which he, on page 25, comes to the following conclusion: 

The bases on which the estimates were made are set forth in the report of 
the committee. On the committee’s assumption that contributions from em- 
ployees would, continue at the current rate of 6 percent of salary, and from the 
Government at the past average rate of 5.15 percent, the report indicates that 
there was an unfunded liability (present value) of $10.67 billion at June 30, 1953, 
representing the unfinanced past-service liability. The committee’s report shows 
that if the employees’ contribution rate remained at 6 percent, it would require 
a future Government contribution rate of 8.63 percent as a minimum rate that 
could be maintained indefinitely without causing an increase in the unfinanced 
past-service liability. 

I understand that you are asking for only 35 percent, is that 
correct / 

Mr. Lawron. The budget estimate for 1957 is about 35 percent 
of the amount required to meet the normal-plus-interest method of 
financing which is the method that the Comptroller talks about 
there, 

Senator Magnuson. In other words, in plain language, to keep 
the fund at what we would consider, if it were a private operation, 
solvent. 
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Mr. Lawron. Keep it on an accrual basis, thus preventing a 
diminution of the total fund. 

Senator Macnuson. Based on established accrual policies. 

Mr. Lawton. It would keep the liability from increasing from 
here on. This $295 million is more or less on a pay-as-you-go basis 
really. It will maintain the employees’ equity in the fund at an 
even level, but will not meet the liability. 

Senator Maenuson. It does not maintain the Government’s so- 
called share ? 

Mr. Lawton. No. 

Mr. Youna. I think it should also be pointed out that there is 
considerable difference between the Federal pension system, the 
security of it, and a private fund operation because of the whole 
system being dependent upon the credit of the Federal 
Government. 

Senator Magnuson. That is true, but do you not think that there 
is responsibility for the Congress to keep its share in this fund? 
It belongs to both the employees and the Government. 

Mr. Youn. I certainly agree that it is up to both the executive 
branch and the Congress to see that appropriations are requested 
and made in an orderly manner to meet whatever liabilities there are. 
I agree with that. 

Senator Magnuson. The executive branch requested 35 percent of 
the amount, generally speaking, that good practices would determine 
should keep this fund solvent. Now, the executive branch has a 
responsibility to make the suggestion, but would you not say that 
Congress has the responsibility to keep the Government’s share in 
this fund up to par? 

Mr. Lawron. That is the issue that was posed by the Kaplan 
Committee’s report. 

There is one point that the Comptroller did not mention with respect 
to that requirement. The Kaplan committee did state in its recom- 
mendation that, if the finances of the Government were not sufficient 
to do this all in 1 year, it might be approached on a gradual basis, 
increasing the percentage of the total each vear. Of course, that 
would ultimately result in a higher level annual premium. The ques- 
tion is the one that the Kaplan committee was faced with: Do vou 
put in the full amount in a deficit year? Of course, in the budget for 
next year, it was not a deficit, but it was a slim balance. 

Senator Magnuson. What do you mean that it was not a deficit? 

Mr. Lawton. There was a surplus in total for the whole budget. 

Senator Maanvson. In this last year? 

Mr. Lawron. For the 1957 budget. 

Senator Magnuson. It was estimated. 

Mr. Lawton. Surely. 

Senator Maanvuson. T have seen a lot of these estimates and I always 
wait until Congress adjourns and then take another look at it. 

Mr. Youne. [think it would be helpful, Mr. Chairman, if T could 
read into the record the few lines where the committee commented in 
its report. 

Senator Magnvuson. Is this the House committee ? 
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EXCERPT FROM KAPLAN COMMITTEE REPORT 


Mr. Young. This was the Kaplan committee set up by Congress to 
come up with recommenadtions as to what should be done on this 
retirement problem. I am quoting from the committee report, as 
follows: 

The committee therefore recommends the adoption of the normal-plus-interest 
method. The committee recognizes, however, that as a practical matter, con- 
sidering the present fiscal situation of the Government, the immediate achieve- 
ment of this method may not be possible. Accordingly, if the appropriations 
necessary to arrive at this objective cannot initially be adopted, it is proposed 
that the Government start with such lesser amount as may be determined to be 
feasible, with the aim of ultimately reaching this goal. 

Senator Magnuson. That is helpful, but when are we going to start ? 

Mr. Youne. We are starting now—this year—with this request of 
$295 million as an appropriation which, as Commissioner Lawton 
points out, does safeguard the employees’ equity. 


PRIOR YEAR APPROPRIATIONS 


Senator Magnuson. I think that Congress has a very real responsi- 
bility. Here is what has been happening. In 1948 the Civil Service 
Commission requested $244 million and the budget requested that and 
the Congress appropriated that; in 1949, $259 million was requested 
and Congress appropriated $224 million; in 1950, $332 million re- 
quested and Congress appropriated $301 million; in 1951, $347 million 
was requested and C ongress appropriated $305 million; in 1952, $320 
million requested and Congress appropriated $310 million ; in 1953, 
$442 million was asked and C ongress appropriated $321 million. 
Then in 1954, apparently the figure ¢ “arrived at under est: tblished prac- 
tices was $567 million and Congress appropriated $31 million. In 1955 
we went down to $29 million. In 1950, $770 million was the original 
request of the Civil Service Commission and the budget, and we 
appropriated $233 million. This year your original request was for 
$843 million and was cut down to $295 million, is that correct ? 

Mr. Youne. Our request was $295 million. Of course, that drop in 
there was due to the establishment of the Kaplan Committee and the 
small amounts appropriated in fiscal 1954 and 1955. 

Mr. Lawton. They were to take care of a temporary increase which 
could not be paid except with an appropriation. 

Senator Magnuson. All we did was postpone it. 

Mr. Lawron. That is right, until the Kaplan Committee made a 
report. 

Senator Magnuson. We postponed it so that we are a year behind, 
and also several years behind in our contributions. The Kaplan Com- 
mittee report on page 6 in their charts show that in 1950, if this con- 
tinues until 1970, we would really have to start appropriating money, 
so that we are just postponing the evil d: ay; are we not / 

Mr. Lawton, That is right. 

Senator Magnuson. What, in your opinion, is the reason why we do 
not ask for the full amount? Does it not appear in the budget; some- 
thing we owe? 

Mr. Youne. I think the reasoning is simply this, Mr. Chairman: 
That the executive branch, the Civil “Service Commission, the Bureau 
of the Budget, and the President all recognize what the liability is 
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here. We want to go at it in an orderly way and move forward with 
a gradual increase from year to year in a logical pattern until we get 
this off the books and establish it the w ay I think everyone would 
agree that it should be established. 

Where you have a closely balanced budget and where you have your 
various expenditures and so on planned, the $295 million or the 35 per- 
cent of the $843 million which you mentioned a short time ago seems 
to be a very sound approach, a first approach for this year. 


ASSOCIATION OF RETIRED EMPLOYEES 


Senator Magnuson. Well, I have heard a lot of statements about 
businesslike Government and that sort of thing, but it seems to me 
that here we are adopting a policy in reverse. “Here is the National 
Association of Retired Civil Employees and they make, I think, a good 
point. They say: 


The item will be about equal to the 6-percent deductions from salaries of Govern- 
ment employees in fiscal 1957. It seems equitable that the Government should 
at least match the contributions of the employees. This is the procedure fol- 
lowed by most industries having a retirement system participated in by employee 
and employer and, as a result, they are not confronted with financing problems 
such as the civil-service retirement fund has experienced. 

I do not know how you people feel about it. I suppose you have to 
be necessarily guided by budget recommendations, but we are getting 
deeper and deeper i in the hole here. Suppose that you follow the theor y 
that every time we have deficit financing in the Government we keep 
pushing this back and not meeting our “obligation and then we have 
a combination of some world conditions, which we could have, that 
go on for the next 10 years. 

Mr. Younea. I would hope we would reach a point where we would 
not have to engage in deficit financing. 

Senator Magnuson. Everybody hopes that, but if something should 
happen and that kept up with these eee defense expenditures, 
what would happen in this situation? I do not criticize any admin- 
istration for having a deficit in the budget because I think we all 


understand why it exists with 74 cents out of every dollar going 


for direct military expenditures and the rest for fixed charges, and 
only about 14 cents out of the tax dollar running the Government, 
but we are snitching on that 14 cents here on a retirement fund. 


ACTUARIAL DEFICIENCY 


Senator Dirksen. Mr. Young, when your table indicates a de- 
ficiency as of a given date, that is the net delicleniey on an actuarial 
basis, I take it ? 

Mr. Lawron. It is an actuarial deficiency assuming that the normal 
number of those people would continue and draw retirement at some 
date in the future. 

Senator Dirksen. When you set out on page 127 a deficiency of $13 
billion-plus for July 1, 1955, it would take that amount of money to 
bring you ¢c ompletely up to date on an actuarial basis so that you could 
meet every anticipated need / 

Mr. Lawton. That is right, to meet the requirements of those peo- 
ple who have an interest in the retirement fund and a right in the 
retirement fund ultimately over their lifetime, on their retirement. 
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Senator Dirksen. Now, the amount requested of $295 million is 35 
percent of what will be your normal need to meet. the interest charge 
and also the disbursements that would be made which aggregate $440 
million ? 

Mr. Lawton. Well, it is to meet the Government’s normal cost of 
contribution to the fund which is a little less than 5 percent of pay- 
roll. That is $440 million. 

$403 million is interest on the unfunded deficiency so that the $843 
million would be taken to meet those two items. This is $295 million, 
which is roughly $550 million short of that figure. 

Senator Dirksen. You indicate in your justification that the $295 
million is an estimated figure to equal the Government’s net share of 
cash disbursements to be made from the fund in 1957. 


ESTIMATED 1957 DISBURSEMENTS 


Mr. Lawron. Yes. There will be $463 million disbursed for an- 
nuities and death payments, and so forth. Of that, $91 million will 
be chargeable to the employees’ own former contributions and the 
employees’ equity in the fund. 

The remaining $372 million is ch: irgeab le to the Government, S77 
million of the amount being provided through the interest payments 
on the Government’s share of the fund, and $295 million is the net 
amount that the Government has to contribute in order to keep the 
employees’ equity from diminishing. 

It does not meet any of the Government’s share of past failures to 
contribute or its current full operating costs. 

Senator Dirksen. When you were preparing your budget some- 
time last September or October, whenever it was, what estimate did 
you make for this amount? Was it the amount here or was it larger / 

Senator Magnuson. I have those figures and provided them for 
the record. 

Mr. Lawton. $843 million. 

Senator Dirksen. Now, did you actually, when you went before 
the Budget Bureau, make a request for that amount? 

Mr. Youne. That was subject to a great deal of discussion in the 
executive branch over all of the late months of last summer and last 
fall before this amount was determined on as being in accord with the 
President’s program. 


BUDGETARY PROCEDURE 


Senator Dirksen. Looking at the budgetary procedure, and I have 
been working with it for a long, long time, you first make up your esti- 
mate of what all your expenditures and needs will be. So that you 
estimated $843 million, or thereabouts ? 

Mr. Youne. Whatever ‘that total figure was. 

Mr. Lawron. The normal-plus-interest cost. 

Senator Dirksen. Let us follow out the budget line. 

You are under no interdiction from the Budget in appearing before 
a subcommittee, so that you can really tell us, even though you may be 
restricted in your budget operation. 

You had to go to the ‘Budget Bureau and work with the men assigned 
to the independent offices bill. Did you present a request for $845 
million, or was it more or less, or what was the amount that you re- 
quested ? 
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Mr. Youna. $8438 million. 

Senator Dirksen. You requested $843 million ? 

Mr. Youne. Yes. 

Senator Dirksen. Obviously, there were discussions between you 
and the people of the Budget Bureau sitting on the other side of the 
table. They may have not indicated to you what their views were at 
the time but, in the course of those discussions, was there any hint to 
vou that this was too high or too low, or any hint as to what they were 
going to do at the time when you were still in the preliminary discus- 
sion stages? 

Mr. Lawton. The basis of the whole thing is simply this, Senator 
Dirksen. 

We submitted an estimate based on the Kaplan report principle of 
normal-plus-interest, the full amount, recognizing that there would 
be the question, Is the fiseal situation such that it will permit the full 
amount, or should it be approached on a gradual basis? The decision 
was to approach it on a gradual basis and for this particular year the 
decision was to submit 35 percent. 

What the decision might be next year is something else again. It 
depends not on what the formula would require, but on what is avail- 
able in the w: ay of funds. 


TYPE OF DECISIONS 


Senator Dirksen. Was that a joint decision in which you partici- 
pated, or was that a decision that was finally made by the Bureau of 
the Budget ¢ 

Mr. Youne. I do not know how to answer that, Senator, to be quite 
frank with you, because the net result of the agr eement to request the 
35 percent was the result of these prolonged considerations and dis- 
cussions over many months, actually both on formula and on dollar 
amounts. 

Senator Dirksen. So it did not necessarily represent your decision ? 

Mr. Youna. No. In the last analysis, it is the President’s decision 
as to what he is going to request. 

Senator Dirksen. That is correct, because obviously he must ap- 
prove, but the Bureau of the Budget would have to submit some figures 
to him and say, “This is our estimate of it,” and that figure cannot be 
contrived until preliminary conferences, at least, had been pretty 
well concluded. 

Did you participate in the discussion of the Budget Bureau with 
the President on this item? 

Mr. Youne. No: I was not present at any discussion between the 

sureau of the Budget and the President on this item. 

Senator Dirksen. So that they finally had to resolve this between 
themselves and the President as to what was going to be provided ? 

Mr. Youne. That would be the normal procedure, as you know. 

Senator Dirksen. I am trying to get around to an answer to my dis- 
tinguished colleague’s question here as to just why the whole amount 
Was not requested. 

Of course, I could give you a very candid guess that there is in con- 
templation always the overall budget, the question of, Is it possible to 
be able to report a balanced budget ‘and a little sur plus to the people. 

Of course, that takes some doing. You have to go through all these 
items and see whether this is so imperative that it must be done at a 
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given time or in a given fiscal year, or, in view of the experiences that 
we have had heretofore, this can wait until another year, and we could 
possibly report a balance ed budget. 

I will not ask you to ¢ omment on that. 

Senator Magnuson. I could comment on that. 

Mr. Young. It isan interesting hypothesis. 

Senator Dirksen. That is not unusual, because I think I have spent 
17 years on the Appropriations Committees of the House or Senate, 
and I have seen a lot of things in 17 years. 

Senator Magnuson. I do not think it is unusual, but it is not un- 
usual for the given time. I am concerned about this fund. 

We are gradually dropping and dropping. 


TOTAL DEFICIENCY 


According to the best estimates, we are now at a deficiency of close to 
$14 billion. I could see this happening once or twice or for 2 years, or 
maybe off and on in any given year, but we are gradually dropping 
down, and the House Committee, I think very appropriately, said, 
in discussing the Kaplan committee : 

The committee does not care whether one plan of financing or the other is 
adopted, but the Budget does not recommend either one. 

This condition exists and is causing some concern among the em- 
ployees, | would think, and you people, in all fairness to you, saw that 
and recommended a much higher amount, and the House has recom- 
mended a higher amount. 

Now, I would agree with my friend from Illinois that possibly for 
some given emergency reason, we might do it twice, and we hardly 
appropriated anything twice because of the Kaplan report. 

Then they suggest that we phase into it, but here we are right back 
nouns where we are going to increase the deficit. We are not even 
keeping : equal, 

Now, I do not know whether these schedules are right or not, but 
the deficit on June 30, 1953, was $9,911,000,000 plus. The deficit to 
begin fiscal 1955 had gone up to $11 622,000, 000 plus. 

The deficit at the end of 1955 was $11,970,000,000 plus. 

The deficit at July 1, 1955, to begin fiscal 1956 was $13,484,000,000 
plus. 

Then you add interest at 3 percent for 1956 and you get another 
“403 million. 


FACTORS INVOLVED IN INCREASE IN DEFICIENCY 


Mr. Youne. That is the interest question. 

We would also like to point out, Mr. Chairman, in that connection, 
that all of this increase in the deficiency is not attributable to just 
one cause. Part of it was the increase in payroll. Part was bring- 
ing in under the retirement system another almost 600,000 people as 
a result of the new career appointments. 

Senator Maenuson. That does not relieve us of our responsibility 
to pay our share. 

Mr. Youne. No, but I was pointing out that there were certain 
other factors involved in this increase here, which would have in- 
creased the appropriation at the same time if an appropriation had 
been made during those years. 
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FUNDS REQUIRED TO SET UP AMORTIZATION PLAN 


Senator Dirksen. Suppose that the Senate committee were per- 
suaded in its wisdom that a plan ought to be worked out whereby we 
decide not to go beyond the estimated deficiency as of June 30, 1955, 
and that we try to stay current with the needs and then pay off on the 
accumulated deficiency X amount in the course of each year in the 
form of an amortization plan? 

What would it require, for instance, to remain current and make 
only a modest payment of, say $100 million on this accumulated de- 
ficiency, and then try to maintain that pattern from year to year. 

How much would it require in the 1957 estimates? Do you have a 
figure / 

Mr. Lawton. No, sir; we would have to calculate a figure on that. 

Senator Dirksen. IT wonder, Mr. Chairman, if we could get that. 

Senator Magnuson. As IT understand your question, if we had kept 
up, What would be the normal annual payment, not to pick up the back 
deficit / 

Senator Dirksen. I think that you would have to pick up some, but 
what would it take to meet the formula needs as of fiscal 1957 and make 
a token payment on the deficiency and say, “This, now, we hope, can 
become a standard pattern so that each vear vou can reduce that de- 
ficiency and always remain current to your needs” ? 

If we do not have that figure, I think we ought to have it. 


EFFORTS TO DECREASE DEFICIENCY 


Mr. Lawton. Your idea is to decrease the $14 billion deficiency ? 

Senator Dirksen. Let us say by $100 million. 

Mr. Lawton. That would take $950 million. 

Senator Dirxson. That would take care of the current need and 
start rolling back the deficit ? 

Senator Magnuson. I see what you mean. 

The normal cost for this year is estimated at $848 million, forgetting 
the defict. If we were to put $100 million on that, it would be $950 
million, as you have pointed out. 

We are not appropriating even the normal cost. That is my major 
complaint. The normal cost of operations is not being appropriated. 
There can be some criticism of the fact that we are not picking up any 
part of the deficit, but it seems to me that the least that Congress could 
do is to appropriate the normal cost of running it for a given year. 

Senator Dirxson. Would you be very unhappy about some plan 
that foresaw, over a long period of time, meeting the need as we go 
along and making a token payment so that the whole does not get 
too deep ? 

Mr. Lawron. As to meeting the total requirements, this normal- 
plus-interest method will do it because that will prevent the fund from 
ever being depleted, but the reserve fund, which has about $7 billion 
in it right now, will increase to about $25 billion on that basis ulti- 
mately, and will remain constant at that level. 

It will get there about 1995 and will remain at that rate from then on. 

Senator Macnuson. I do not think that you people can be subject 
to any criticism here because you did ask at least for the normal. 

Is that my understanding / 


Mr. Youna. Yes. 
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Mr. Lawron. The normal-plus-interest on the deficiency. 

Senator Magnuson. Then the Budget, for reasons that Mr. Hughes 
has written me here, cuts that down. I think the responsibility of 
Congress in this matter is much greater than the responsibility of the 
Executive. 

The Executive is merely the administrator of this fund, but we 
passed laws and said that we would contribute and the House com- 
mittee points out that- 

ach year the Federal employees are paying 6 percent of their salary into the 
fund and the Government is not contributing its share. The result is that the 
detict of funds in the retirement system continues to increase. Today the defict 
is at $13.4 billion. 

That is the story in a nutshell. 

You were conscious of that, because you did ask at least for 
the normal fund. You were not dealing with the deficit so that, if 
you got the amount you asked for, we would not be increasing the 
deficit for this coming year, would we? 

Mr. Youna. That is correct. 

Senator Magnuson. The deficit will remain? 

Mir. Lawron. Which amount is what / 

Senator Magnuson. The amount for which you originally asked. 

Mr. Lawron. The deficit would remain. 

Senator Magnuson. In other words, the deficit would still be there 
but it would not be increased. 

Under this proposal, it will be increased again. This has been 
evoing on now for 10 years or 12 years that I know of. 

Mr. Youna. I still regard this request for $295 million as a con 
structive step fo. ward, Mr. Chairman. 


SOLVENCY OF FUND 


In the first place, we would all agree that there is no question 
there as to the solvency of the fund because it is the solvency of the 
Federal Government. 

Senator Magnuson. Some people have some doubts. 

Mr. Youne. They doubt the credit of the Federal Government if 
they do. 

Senator Magnuson. The people who put in the money have some 
doubts. 

Mr. Youne. If they are Federal employees, they will not have a 
job anyway if the F ederal Government goes broke. 

Senator Magnuson. I think this goes deeper than that. Congress 
has been criticized on many occasions. When we started this fund, I 
heard many speeches, political and otherwise, as to why we did not 
have a separate fund and why we put it in the Treasury. 

[ know a time when we were accused of spending the money for 
other purposes. I do not know, but there has been a great segment 
of people who wanted us to make this a separate fund. 

If we had this as a separate fund now, it would look pretty bad 
as far as the Government contribution is concerned. 

Mr, Youne. From that point of view, it looks bad anyway. 

Senator Magnuson. Now we are doing the same thing. We are 
not spending it for other purposes, but we are not meeting our obli- 
gation, to prove a point somewhere else. 
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Mr. Youne. The only point I was making was this. 

Senator Magnuson. You made a point ‘earlier there that there are 
some jobs that you are going to have to do sooner or later and the 
quicker you do them the better. 

Mr. Youna. I did not say the quicker the better. 

Senator Magnuson. There are some jobs which you have to do and 
ultimately we have to pay for them. 

Mr. Youna. Yes. 


Senator Magnuson. Is that not the case here ? 
KAPLAN FORMULA 


Mr. Younc. Whether you pay out of the fund or out of the general 
credit of the Federal Government, I do not know, but this does repre- 
sent the fact that the Kaplan Committee has made its report and come 
out with a formula that is reasonable and logical and makes good 
sense; that formula has been adopted; we have figured the various 
costs on the basis of it and it is a first step in order to safeguard the 
employees’ contributions. 

We are suggesting to phase into this thing by asking for $295 mil- 
lion this year. 

Senator MaGnuson. Maybe I misinterpreted the Kaplan report. 

Did it suggest in any place in the Kaplan report that we should not 
keep up the normal maintenance of the fund ? 

They said that we should phase into this to try to pick up part of 
ihe deficit. It may be in there but I did not read it that way. 

Mr. Lawron. They did not phrase it that directly. The statement 
made was: 

* * * it is proposed that the Government start with such lesser amount as may 
be determined to be feasible, with the aim of ultimately reaching this goal. 

Senator Magnuson. I do not think that if we called in Mr. Kaplan 
he would say that they ever suggested that we appropriate the amount 
that you suggest for this year. 

They did suggest, by implication, that we try to phase into the 
deficit, but the House committee said that the budget did not recom- 
mend either. 

Mr. Younea. I think the implication of the report is that they leave 
it largely up to the Federal Government to determine how much they 
can afford to put into this area. 

Senator Magnuson. I think this is the responsibility of Congress. 
Congress passed the law and told the people what we were going to do. 
They are participating, and I think it was our responsibility solely, 
and the executive department is merely administrative. 

I think that you people faced up to your responsibility when you 
suggested that the least we do was have the normal amount. 

Are there any further questions ? 

Senator Dirksen. I have no questions, 

Senator Porrer. No, Mr. Chairman. 


RECRUITMENT IN PORTLAND, OREG., AREA 


Senator Magnuson. Mr. Young, the two Senators from Oregon 
asked me if I would inquire about these factors in the Portland area. 
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I was asked to inquire of the Commission concerning the conditions 
of recruiting personnel in the Portland, Oreg., area. They say that it 
seems that four of the larger agencies are holding examinations and 
creating registers to aid in recruiting for their own needs, but, since 
there are no general registers for the area, many problems are c reated 
for the smaller agencies for applicants. 

Is that generally correct ¢ 

Mr. Younc. We investigated that situation, Mr. Chairman, recently, 
as a result of a complaint which we received. We have submitted a 
lengthy report to Senator Morse on the subject, and we have found no 
basis for the complaints. 

Senator Magnuson. He asks how long it has been since there was a 
register generally available for the area. He means an area register. 

Mr. Macy. There is information, as a result of the investigation, 
that there were currently available registers. 

I believe the principal concern was for typists and stenographers in 
the Portland area and we were unable to find where agencies cannot 
meet their needs for those particular skills in that area, and we have 
so advised Senator Morse. 

Senator Magnuson. He asks: 

Are additional funds to be allocated to the Portland area to meet these 
recruiting needs? 

You have sent a man from Seattle to look at this? 

Mr. Macy. There is a man stationed as a representative in Portland 
and he reports no need for anything further. 


Senator Magnuson. You are looking into the matter? 
Mr. Macy. Yes, sir. 


EMPLOYMENT OF ALIENS 


Senator Magnuson. There was one more question here that Chair- 
man Hayden asked you people in February concerning the employ- 
ment of aliens by the United States Government under Public Law 
110. 

You replied : 

I will have a member of the Commission staff look into this matter and will 
be glad to write you further when a full report is received. 

May I inquire for Senator Hayden, the chairman of the full com- 
mittee, what is being done on that ? 

Mr. Youne. We are being very active on that, Mr. Chairman, and 
Senator Hayden will get a full report on it. It is a very complex and 
complhie ated situation involving a great variety of governmental agen- 
cies and, in our attempt to doa simple, constructive, and yet worth- 
while job in analyzing it and seeing what the problem is, it is taking 
more time than we expected. 

Senator Magnuson. I have no further questions. 


Thank you, gentlemen, very much. 
Mr. Youne. Thank you. 


JUSTIFICATION 


Senator Magnuson. We will place in the record the budget justi- 
fication. 


(The justification referred to follows :) 
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(“ONSIDERATIONS AFFECTING BUDGET RECOMMENDATION FOR APPROPRIATION TO CIVIL 
SERVICE RETIREMENT AND DISABILITY FUND, FISCAL YEAR 1957 


The amount included in the 1957 budget for the Government's contribution to 
the civil service retirement and disability fund will be adequate to accomplish 
the following major objectives : 

1. Provide sufficient funds so that the Government meets in full its share 
of the payments estimated to be made from the fund during the fiscal year. 
Future obligations to meet unfunded liabilities are not affected since such 
obligations are suported by the full faith and credit of the Federal Govern- 
ment whether the fund holds Government securities or not. 

2. Increase the estimated balance in the fund from 46,670 million at the 
beginning of the year to $7,182 million at the end. (See attached table.) 

3. Propose an appropriation on a basis consistent with the close balance 
of Government revenues over expenditures. 

4. Provides approximately 85 percent of the Kaplan committee goal of 
normal-cost-plus interest which seems consistent with the committee's state- 
ment about the initial amount which it may be possible to provide. 

5. Appropriate a sum sufficient to preserve intact the contributions of the 
employees as they accumulate in the fund and likewise maintain the present 
Government-contributed share of current benefit payment costs. 

Briefly, the appropriation estimate of $295 million for 1957 was computed by 
(a) estimating 1957 benefit payments at $468 million, (0) determining that $91 
million of such payments will result from equities derived from past contribu- 
tions by the beneficiaries, leaving the remainder of such payments, $372 million 
io be borne by the Government, and (¢) determining that $77 million of this 
amount will be provided by the Government through Treasury interest payments 
on the Government's existing equity in the fund, thereby leaving the difference, 
or $295 million to be provided by direct appropriation. 

Pifect of House Action Increasing Budget Estimate by $305 million 

The House action would add an unanticipated cost of $3805 million to expendi- 
tures and the public debt, and would endanger the already close balance of esti- 
mated revenues over expenditures. 

Despite the size of the appropriation approved by the House, it would not 
place the trust fund in an actuarially sound position, if such was intended. 

By providing too large an amount for fiscal 1957, the House action would retard 
efforts toward an orderly approach to the Kaplan committee’s goal of normal- 
plus-interest financing, while putting in jeopardy the Government's ability to 
finance other essential activities within a balanced budget. 


Contributions, benefit disbursements, and balances, civil-service retirement fund, 
1946-57 } 


{In millions] 


Govern- | San anche 
ment ap- | Total bene-| Year and eee oe 
neat . . | contribu- 
propria- fit pay- balance of | 
tions to ment fund a to 
fund 2 und 
1957 ‘ 295. 0 462. 8 7, 182. 1 552. 1 
1956 oe 233. 0 408. 5 6, 670. 0 552. 1 
1955 . 3 29.6 347.9 6, 162.3 436. 2 
POG4. «2.4 dais 5 31.4 313.9 5, 880. 0 429. 0 
1953 321.5 270. 2 5, 635. 8 420. 0 
1952 ‘ 310.0 219.7 | 5, 037. 0 414.8 
1951 : 305. 0 196. 3 4,419.9 374.8 
1950 = 301.3 170.3 3, 842. 2 355. 6 
1949 . 225. 4 149. 3 3, 287. 6 325, 2 
1948 ‘ 244.0 114.5 2, 825. 8 234. 8 
1947 - 220. 1 101.3 , 479.9 255. 9 
1946 soars ; 245. 0 89.0 2, 201. 2 279. 6 


1Sources: Report of Committee on Retirement Policy for Federal Personnel, pt. 4, 1946-53; budget 
documents, 1954-57. 
2 Source: Budget documents; excludes payments by District of Columbia government and Government 
corporations. 
Appropriation to pay only costs of increased annuities provided by the act of July 16, 1952. 
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EXCERPTS FROM THE KAPLAN COMMITTEE REPORT 


With respect to funding all liabilities of a retirement system, the committee 
distinguished between private and Federal systems: 

“Unlike a private retirement plan, a Federal pension plan, irrespective of the 
amount of reserves in a fund, is presumed to be permanent and solvent. This is 
due to the fact that the full faith and credit of the Government is by law pledged 
to carry out the obligations incurred under these retirement plans. Under these 
circumstances, the accumulation of United States Government securities in a 
retirement fund is not of itself a definitive criterion of the ability of the retire- 
ment plan to fulfill its obligations.” 

The Committee recognized that current cost of the retirement system is un- 
avoidably shifted to the future when Government expenditures are permitted to 
exceed revenues : 

“However, under the present fiscal situation of the Federal Government, with a 
budgetary position where governmental expenditures are already considerably 
in excess of tax revenues, any such additional expenditure which is currently 
charged increases the deficit and the payment merely results in incurring further 
debt for a corresponding amount. Thus the real burden of current cost is trans- 
ferred to taxpayers of future years. In the matter of retirement system costs, 
any issue as to the transfer of burden between taxpayers of the current year and 
taxpayers of future years becomes academic under these circumstances. Thus 
solely from a fiscal point of view there is no difference in result today whether 
costs are added to current expenses and to debt or whether charged directly in 
future years.” 

Under the current fiscal situation, the Committee pointed out that provision of 
normal cost plus interest might not be possible: 

“The Committee therefore recommends the adoption of the normal-plus-interest 
method. The Committee recognizes, however, that as a practical matter, consid- 
ering the present fiscal situation of the Government, the immediate achievement 
of this method may not be possible. Accordingly, if the appropriations necessary 
to arrive at this objective cannot initially be adopted, it is proposed that the 
Government start with such lesser amount as may be determined to be feasible, 
with the aim of ultimately reaching this goal.” 


FEDERAL HOME LOAN BANK BOARD 


STATEMENTS OF WALTER W. McALLISTER, CHAIRMAN; IRA A. 
DIXON, BOARD MEMBER; WILLIAM J. HALLAHAN, BOARD MEM- 
BER; CLARENCE S. SMITH, ASSISTANT TO THE BOARD; WILLIAM 
H. HUSBAND, GENERAL MANAGER, FEDERAL SAVINGS AND LOAN 
INSURANCE CORPORATION ; AND THADDEUS CORCORAN, BUDGET 
OFFICER, FEDERAL HOME LOAN BANK BOARD 


RESTORATION REQUEST 


Senator Magnuson. We will be glad to hear from you. You have a 
short statement and the letter which we will put in the record in full. 
(The information referred to follows :) 


FEDERAL HOME LOAN BANK BOarD, 
Washington, D. C., March 14, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appro- 
priation Bill for 1957, 
United States Senate, Washington, D C. 

My Dear SENATOR MaGNuSON: In reponse to your request of March 2 to 
advise you whether any changes are required in the public interest in H. R. 
9739, the independent offices appropriation bill for 1957 as reported to the 
House, the Federal Home Loan Bank Board submits herewith three proposed 
amendments to the bill, together with brief justifications of their need, for 
consideration of your committee. 


76535—56——3 








32 INDEPENDENT OFFICES APPROPRIATIONS, 1957 


The Board would appreciate a hearing before your committee in connection 
with the amendments. We will be prepared at such hearing to support them 
in more detail and to answer any questions the committee may wish to ask 
concerning them or any other aspect of the Board’s budgets and operations. 

Sincerely yours, 
Water W. MCALLISTER, Chairman. 


BOARD AND STAFF OFFICES 
ADMINISTRATIVE EXPENSES 
(Estimate $1,095,000; 1956 act, $920,000; H. R. 9739, $978,400) 
(House hearings, pt. 2, p. 1251) 
REQUESTED AMENDMENTS TO H. R. 9739 


(1) Page 35, line 5, strike out “$978,400” and insert in lieu thereof “$1,095,000”, 
the estimate, an increase of $116,600 in the amount allowed by the House 
committee. 

(2) Page 36, line 4, strike out “$42,400” and insert in lieu thereof “$51,500”, 
the estimate, an increase of $9,100 in the amount allowed by the House com- 
mittee for travel. 

HOUSE REPORT NO. 1847 
(P.'6) 


“The Board supervises the Federal home loan bank system, the system of 
Federal savings and loan associations, and the Federal Savings and Loan Insur- 
ance Corporation. The bill provides for the use of $978,400 of corporate funds 
for administrative expenses in 1957, which is a reduction of $116,600 in the 
budget estimates, and an increase of $58,400 over authorizations for 1956. This 
amount will provide for the current level of operation and the increase over 
1956 is for the added cost of pay increases, 

“The bill contains a nonadministrative expense limitation of $4,289,000 which 
finances examinations of Federal and State chartered institutions. This is an 
increase of $1,294,000 over 1956 and $439,000 over the budget estimate. The 
committee has urged the Board both last year and again this year of the 
importance of making an examination of each member institution at least once 
every 12 months. The budget estimate does not provide for such an examina- 
tion. In the first 6 months of the current year the overall average was 14 
months since the previous examination. The Federal Home Loan Bank Board 
estimates that for an additional $439,000, which the committee has included 
in the bill, it can within a few months have examinations on a 12-month basis 
and do a more thorough job than it is doing at the present time. The committee 
is of the opinion that by examining the institutions more thoroughly once a year 
(national banks are examined twice a year) the public interest will be better 
served,” 

JUSTIFICATION 


(1) The estimate submitted to the House for Board and staff offices was 
$1,095,000. This amount, in the judgment of the Board, constitutes the mini- 
mum necessary to maintain effective standards, adequately handle the increas- 
ing workload, and carry out efficiently and economically the responsibilities en- 
trusted to its care. 

The House committee reduced the estimate to $978,400, a reduction of $116,600 
or 10.6 percent. Application of the cut is shown in the attached Function and 
Object of Expenditure statement. This cut, if sustained, would not be in the 
publie interest as its effect would be to understaff nearly every office, depart- 
ment and division of the Board at a time when a full staff is essential to keep 
pace with the high level of activity in the savings and loan business. Such 
understanding would expose the Board to needless risks involving, as it might, 
the reserve funds of the Insurance Corporation; it also lends itself to the 
creation of workload backlogs, inadequate supervision, and a generally poor 
standard of service to the savings and loan business. 

As the funds used to pay all expenses of the Board, including the Federal Sav- 
ings and Loan Insurance Corporation, come either directly or indirectly from 
the savings and loan business, the savings resulting from the House cut would 
not benefit the United States Treasury. 
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The Federal Home Loan Bank System, which the Board supervises, comprises 
the eleven regional banks and, as of June 30 last, their 4,272 member institutions. 
The increase in growth and level of activity of the membership each year for 
the last 5 years has been without precedent; aggregate assets increased over 
125 percent in the five-year period. 

At June 80 last, total assets were approximately $34 billion, an increase of 
21 percent over the previous year; new mortgage loans aggregated $10.3 billion, 
an increase of 34 percent; and net savings totaled $4.6 billion, an increase of 18 
percent in the same period. 

The 11 district banks increased their capital stock 18 percent; combined assets 
24.5 percent ; net income 31 percent ; loans to members 46 percent ; and loans out- 
standing 50 percent over the previous year. 

These increases were very much in excess of 1956 budget assumption sand 
were reflected in all phases of the bank system’s operations. They emphasize 
the need for an adequate Board staff to handle and keep abreast of the increasing 
workload. 

The level of activity in the savings and loan business generally determines the 
workload of the Board and its constituent units. Thus, there is no way the 
Board can control the size of the workload it handles. It must, at all times, 
respond to the demands of, and problems associated with, the business. As the 
business grows, these problems become more complex and require more time and 
attention. 

House committee action increased the budget estimate of the Board’s Division 
of Examinations. Information not available at the time the 1957 estimate was 
prepared, pointed up the need for its upward revision; the very high level of 
activity in the savings and loan business in fiscal 1955 exceeded the Division's 
budget assumptions for both 1956 and 1957. The amount approved provides 
for the elimination of a workload backlog of past-due examinations and the 
maintenance of examinations on a 12-month basis. However, this action will 
serve little purpose if the review of such examination reports is permitted to fall 
in arrears because of insufficient staff in the Division of Supervision. In addi- 
tion, the stepping up of activity in the Division of Examinations increases the 
workload of the Office of the Secretary and the Comptroller’s Division. 

Restoration of House cut, which is respectfully urged, would provide the mini- 
mum staff and funds to handle the expanding workload under normal economic 
conditions and carry out the Board’s programs. 

(2) The travel limitation in the House bill represents a cut of $9,100 or 17.7 
percent in the estimate. Of this amount, $4,100 provides for increased costs 
associated with the annual examinations of the 11 Federal home loan banks: 
$1,400 provides for additional security travel performed in conjunction with the 
Office of Civil Defense and the Board’s security program. The remainder pro- 
vides for additional travel costs of the Board members and other staff units of 
the Board. 

Being a regulatory and supervisory agency, travel is a very important part 
of the Board's operations. It is a very necessary means of keeping in close and 
constant contact with the savings and loan business. 

It is highly essential for the Board to have adequate travel funds available at 
all times—even though such funds may not be used—in order to meet any emer- 
gency problems or supervisory developments as they appear. To restrict such 
funds creates a situation which is potentially dangerous and unnecessary; dan- 
gerous because it prevents the immediate and adequate handling of all problems 
or potential problems; and unnecessary because such restriction does not con- 
Serve or save tax dollars, as private funds are used in the Board's operations. 

Restoration of House cut is respectfully requested. 
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Function and object of expenditure statement 









































| Estimate 1957 | Allowed by House Increase requested 
|A No. | Amount A "Nel Amount — Amount 
| | | 
| 
Personal services | 
Offices of Chairman and _ Board | | 
members... pagent 7.0 | $67, 290 6.7 $64, 665 0.3 $2, 625 
Assistant to the Board... osteent | S&T) ~ "ae 1.0 11, 655 | 7 3, 441 
Budget Office. ; ie 2.0 | 14, 310 2.0 Ss | =e 297 
Office of Information--- 2.0 | 12, 830 | 1.9 | 12, 068 | wk 762 
Division of Federal Savings and Loan | | 
Operations -.-- ; : 11.4 | 68, 204 | 9.8 59, 855 | 1.6 | 8, 349 
Office of the Secretary . 43.7 | 208, 158 40.9 191, 784 2.8 16, 374 
Auditing Department wan 11.0 | 86, 905 10.6 | 84,191 | 4) 2,714 
Division of Personnel 4.0 | 23, 835 4.0 23, 570 Sita 265 
Division of Federal Home Loan Bank | | 
Operations... spl ati Se 10.0 | 77,975 9.3 71, 286 we 6, 689 
Comptroller's Division - - woonsee-] 16.7] 87,874 | 14.2 81, 282 | 1.5 6, 592 
Division of Supervision. s<bnoeed) 196,342 | 26.2 177, 513 2.9 18, 829 
Legal Department--.-.-...---- a3 -| 20.0 | 136,390 | 18.6 | 124, 867 i: 11, 523 
| —|——-— | cence — een 
Total personal services-.......------ | 157.6 | 995,200 0 | 145.2 916, 749 | 12.4] 78, 460 
Other expenses: 
 ictclctun enn tkbonaks seein Lies cae 51, 300 |.....- | 42, 400 |.....-.- 9, 100 
Transportation of things ore oem ig OE ds anime OO i teak -—8 
Communication services-.......---- eae 7.60) | .....-.- . 4) 1, 523 
Rents and utility services_- maa 4, 420 | Lae Sg ee 600 
Printing and reproduction iti adie Nis sui de Xf eee — 500 
Other contractual services . - ----- hs Sosdecnt PEE Pidiencannm a notices 795 
Services performe d by other agencies - 6, 475 |_-- SUE Tooneens —2, 350 
Supplies and materials................]------- Oe Sa; Gee [osseee.. —3, 600 
Equipment___.- Piiccdieal ee BtsiGvaces 4 ee 7, 350 
Refunds, awards and indemnities..._-|--.----- | errs MR cecnancn 0 
Taxes and assessments... ..-.-.--..---| WOO Vancane 70 | Resteage —70 
Total other expenses txieauneben 139, 791 126, 951 | | 12, 840 
Total gross expenses - - -- — i Sen eee 1...---.- 4 aE. 91, 300 
Reimbursements from other accounts_|__--___- —40,000 |_.__...- —65, 300 |_....--- +25, 300 
eal CIE ica kasncevemeniion Batre | 1,095,000 |___-- ae Om 400 I.....«... | 116, 600 
1 | 








FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION—ADMINISTRATIVE EXPENSES 
(Estimate $596,000; 1956 act, $500,000; H. R. 9739, $532,000) 
(House hearings, pt. 2, p. 1274) 
REQUESTED AMENDMENT TO H. R. 9739 


On page 36, line 21, strike out “$532,000” and insert in lieu thereof “$596,000”, 
the estimate, an increase of $64,000 in the amount allowed by the House 
committee. 


HOUSE REPORT NO, 1847 


(P. 6) 


“Federal Savings and Loan Insurance Corporation.—The committee has 
allowed $532,000 for this activity in 1957, which is the same amount as is 
proposed for expenditure in 1956. The primary purpose of the Corporation is 
to insure savings accounts up to $10,000 deposited with member institutions, and 


it operates under the supervision and direction of the Federal Home Loan Bank 
Board.” 


JUSTIFICATION 


The Federal Savings and Loan Insurance Corporation, created in 1934, insures 
individual long-term savings up to $10,000 in institutions of the savings and 
loan type and pays its administrative and other expenses from corporate funds 
received from insurance premiums, admission fees, and interest on investments. 


Total expenses have averaged approximately 4 percent of gross income since 
organization. 
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The estimate submitted to the House ($596,000) is considered to be the mini- 
mum needed to provide an adequate staff to discharge the duties and respon- 
sibilities of the Corporation with reasonable speed and dispatch. House com- 
mittee action reduced the estimate to $532,000, a reduction of $64,000 or 10.7 
percent. Application of this cut is shown in the attached function and object 
expenditure statement. The effect of the cut would be to understaff the Cor- 
poration at a time when potential problems of the Corporation demand a full 
staff. 

Since its creation, the Federal Savings and Loan Insurance Corporation has 
followed the policy of maintaining a minimum staff. Currently it has only 76 
cmployees, although its insurance risk has grown to over $30 billion. Almost 
10 percent of the staff will reach retirement age within the next 2 years, and, 
if the Corporation is to provide for reasonable replacements and to continue 
its present basis of operation, it is vital that the request for an authorization 
of $596,000 be approved. It is believed that approval of the request is essential 
to assure minimum protection of the interests of the Corporation as well as the 
United States Treasury, which carries a contingent liability of $750 million 
for the insurance program. It may also be noted that the $596,000 represents 
only a small portion of the annual income from premiums and investments which 
is estimated at about $33 million for the fiscal year 1957. 

Restoration of the reduction is respectfully requested. 


Function and object of expenditure statement 














Estimate 1957 Allowed by House Increase requested 
} ce | ae — — SO a 
} } | 
| Average} | A verage| Average 
ha Nin. | Amount No. | Amount | No. Amount 
nea aeeelareRN ene eS nn annette eae nen apedieiatea 
Personal services: | | 
Office of Genera! Manager__-....-_--- |} 15.0 $97,605 | 12.6 $86, 934 | 2.4 $10, 671 
Underwriting Division_........-.---- 14.0 100, 490 | 13.8 | 98, 916 | 0.2 1, 574 
Insurance “ettlement and Rehabilita- | 
tion Division - : ; 7.6 57, 256 6.9 | 53, 185 | 0.7 4,071 
Operating Analysis Division..._____- 33.0 152,297 | 28.4] 135, 399 | 4.6 16, 898 
Comptroller’s Division. See) Tomb oF 14.9 91, 252 13.8 | 85, 566 | 1.1 5, 686 
Total personal services_- 84.5 | 498,900 | 75.5 | 460, 000 | 9.0 38, 900 
—--_.. si ee SESE SS a 
Other expenses: | 
Travel i<eiesacieons 15, 400 | 15, 000 |_-- a 400 
Transpor tation of things___ 7 ; | 100 ; 50 | 50 
Communiertion services | 11, 900 | 10, 800 1,100 
Rents and utility services...........--| . 38, 700 : | SR Bk onbnet 9, 350 
Printing and reproduction. ; | 13, 700 13, 300 400 
Other contractual services. --- oh fia 8, 800 | bal 6, 400 |. ail 2, 400 
Gener: Accounting Office - 5, 000 | es 5,000 |___- 0 
Supplies and materials_-. , ck FB i ekawicd! 3, 000 or 200 
Taxes and assessments... ------ ‘ : 7 300 300 |_-- 0 
Total other expenses_....--..------ 97, 100 |_- 83, 200 |__- 13, 900 
Total gross expenses. - - aoe ‘ 596, 000 3 543, 200 |..-- 52, 800 
Less nonadministrative expenses. ee es Gikicwnantcnly | RR Rewe | +11, 200 
Total administrative expenses - -- - 596, 000 GR GOO inna 64, 000 


GENERAL STATEMENT 


Mr. McAtuisrer. My name is Walter W. McAllister. I am chair- 
man of the Federal Home Loan Bank Board. 

Accompanying me today are Mr. Ira Dixon, Board member; Mr. 
Clarence S. Smith, assistant to the Board; Mr. William H. Husband, 
General Manager, Federal Savings and Loan Insurance Corp., and 
Mr. Thaddeus Corcoran, our budget officer. 

! want to thank you for the opportunity of appearing before you 
today in connection with the 1957 budget estimates of the Federal 
Home Loan Bank Board. 
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On March 14, 1956, the Board addressed a letter to Chairman Mag- 
nuson, requesting certain changes in the independent offices appropri- 
ation bill for 1957, H. R. 9739. 

This letter was accompanied by statements outlining three proposed 
amendments to the bill and justifying their need. I assume these will 
be made a part of the record of this hearing. 


HOUSE ACTION 


The changes I refer to result from House action on our 1957 budget 
estimates. 

The Board asked for $1,095,000 for its board and staff offices; this 
included $51,500 for travel. 

The House allowed $987,000, which included $42,400 for travel, a 
decrease of $116,600 and $9,100 respectively. 

The estimate for the Federal Savings and Loan Insurance Corp. 
was $596,000. House action reduced this amount to $532,000, a reduc- 
tion of $64,000. 

Because of the tightness of the estimates, these cuts, representing as 
they do more than 10 percent of the respective estimates, cannot be 
successfully absorbed. 

EFFECT OF CUTS 


The effect of the cuts will be to impair the quality and effectiveness 
of our supervision. Accordingly, restoration 1s respectfully urged. 

The budget estimates were critically reviewed by the Board and all 
unnecessary items of expense eliminated before they were approved 
for submission to the Bureau of the Budget. The estimates before 
you represent the minimum necessary to carry out effectively and 
efficiently the Board’s statutory responsibilities. 

The Federal Home Loan Bank Board, as you know, is a supervisory 
and regulatory agency operating in the savings and home-financing 
field. It supervises the Federal Home Loan Bank System, the system 
of Federal Savings and Loan Associations and the Federal Savings 
and Loan Insurance Corp. It is a business type operation. The 
funds which it uses come from the savings and loan business. 

The responsibilities of the Board involve the welfare of 4,357 in- 
stitutions of the savings and loan type which are members of the 
Federal Home Loan Bank System. 

In turn, these institutions are custodians of the savings of over 17 
million investors, aggregating $32 billion. 


GROWTH OF BUSINESS 


The savings and loan business has grown tremendously in recent 
years, its assets increasing over 120 percent since 1950. 

Last year, fiscal 1955, savings and loan association members of 
the Bank System exceeded all previous records in both their savings 
and home-financing operations. 

Gross savings for the year aggregated $12 billion, an all-time high 
and an increase of 22 percent over 1954; withdrawals amounted to 
$7.4 billion, leaving a net inflow of $4.6 billion, the largest in the 
history of the savings and loan business and an increase of 18 percent 
over 1954, 
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Loans made by these members reached an all-time high of $10.3 
billion compared with $7.7 billion in fiscal 1954, an increase of 34 
percent. 

There is no good reason to assume that the business will not continue 
to grow. 

The rate of growth has been so rapid and so much in excess of 
expectations that the Board’s budget assumptions in recent years have 
proved very conservative and, in some instances, inadequate. 

For instance, resulting from information not available at the time 
our 1957 budget assumptions for the Division of Examinations were 
made, the job to be done was underestimated to the extent of $439,000. 

The impact of this underestimation reflects itself in the workloads 
of other departments and divisions of the Board. 

The Board’s policy of keeping annual budget estimates at a mini- 
mum prevents it from being able to effectively absorb the House cuts. 


REORGANIZATION STUDY 


The background and administration of this policy goes back to 
1947. In the latter part of that year, the Board selected a committee 
consisting of three of its bank presidents, to make a study of all 
operations under the Board’s supervision, including underlying re- 
quirements and procedures, having in mind a complete reorganization 
of the agency based on efficiency with economy. 

Resulting from this study, the Board abolished several offices. In 
terms of personnel, the reorganization accounted for a reduction of 
19 positions, 11 percent, and savings of approximately $100,000 a 
year at 1947 rates, after providing for the cost of a 3-member Board. 

The Board then instituted its management improvement program. 
This program provides for a continuing management survey in the 
matter of standards, policies and procedures, aiming at full utilization 
of all personnel, elimination of unnecessary functions, and increased 
efficiency at minimum cost. 


AWARDS COMMITTEE 


An Awards Committee was also appointed by the Board to encour- 
age employees to survey their particular duties with a view to 
receiving an award for any recommendations made by them which 
would result in savings in administrative costs. 

The impact of these policies has been felt each year since their 
adoption and is reflected in the agency’s annual budget estimate. 
Thus, it is understandable why the Board cannot effec tively absorb the 
House cuts. 

There are no known areas within our scope of operations where any 
tightening-up can be safely effected. There may be economies which 
we might effect, but we do not know of their existence at this time. 
We do know that true economies are brought about by day-to-day 
efforts rather than by circumstances which impel false economy. 

As our statement justifying the need for restoration indicates, the 
major portion of the Board cut would have to be absorbed in personal 
services. 
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EMPLOYEES REQUESTED 


In the Board, we are asking for 157.6 employees for 1957; there were 
167 employees on the payroll in 1947 when the Bank System member 
assets aggregated $10.6 billion; today, these assets exceed $37 billion, 
an increase of about 250 percent. 

In the Board’s operations, there are no work programs which can be 
reduced or eliminated ; the workload is not within its power to control 
as it originates in the savings and loan field. 

The Board has no choice except to respond promptly and efficiently 
to any activities in the savings and loan business which demand its 
attention and guidance. 

We must be prepared at all times for emergencies or possibly tough 
times in local areas. The only way to be prepared is to have a full 
staif and adequate travel funds. 

There is no good reason to believe that the job to be done, which is 
progressively bigger each year, can be done with less staff and less 
money. 

The Federal Savings and Loan Insurance Corp. is responsible for 
the savings, up to $10,000 in each savings account, invested in its 3,573 
insured member institutions. These savings are owned by over 16 
million investors and aggregate $30 billion. 


ASSETS OF MEMBERS 


The aggregate assets of the insured members are $35 billion and 
represent over 90 percent of the assets of all savings and loan associa- 
tions. 

As in the case of the Board, the major portion of the corporation 
cut would have to be absorbed in personal services. The corporation’s 
estimates for 1957 call for 84.5 employees. It had 86 employees on 
the payroll in fiscal 1947 when its potential liability was $6.7 billion; 
current potential liability is over $30 billion. 

Also like the Board, the workload of the corporation is not within 
its power to control. It has to respond to both the demands and the 
problems associated with the very rapid growth of the savings and 
Joan business; it has no choice. 

We believe we have accurately outlined the budget policies followed 
by the Board over the years. We also believe these policies are fol- 
lowed much too closely to allow for any successful absorption of 
the House cuts. 

In conclusion, the Board feels it is its duty to advise you gentle- 
men that the net effect of the House cuts would be an impairment of 
its ability to carry out its statutory responsibilities and the acceptance 
of an unnecessary risk with the funds of the Insurance Corporation. 

I thank you for the opportunity of making this statement and 
would be very glad to try to answer any questions you may wish 
to ask. 

RSETORATION REQUESTED 


Senator Maenuson. You are asking for the restoration of the 
$116,600 in both cases. 

Mr. McA.uister. Yes, sir. We are asking for the restoration of 
both of them, $116,600 for the Board and $64,000 for the Insurance 
Corporation. 
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Senator MaGnuson. That is both for the Board and the Insurance 
Corporation ? 

Mr. McAuister. That is the amount for each; yes, sir. 

Senator Magnuson. I have been asked by members of your asso- 
ciation, and the League itself, whether or not you can do the work 
on the $439,000 which was added, which will give you the 12 month’s 
examination status. 

Mr. McAtuisrer. Yes, sir. We have every reasonable expectation 
of being able to get on a 12 month’s examination basis. That has 
been our objective ‘for the last several years. 

Senator Macnuson. I understand that it has been averaging 18 
months. 

Mr. McAtutster. In 1953 it was around 19 months, and some asso- 
ciations had not been examined for as long as 24 months. 

We have gradually been able to cut that down. 

Frankly, the estimate of our ability to do the work has been, in turn, 
cut down by the tremendous growth of the savings and loan business. 

Senator Macnuson. Then you got $100,000 in “the supplemental to 
start it sooner. 

Mr. McAuuister. Yes, sir. 

Senator Magnuson. This appears that it might enable you to do it? 

Mr. McAuuister. We believe that it will do it. 

Mr. Maanuson. Thank you, gentlemen. 


Freperat Crviz Derenset ADMINISTRATION 


STATEMENT OF HON. W. KERR SCOTT, A UNITED STATES SENATOR 
FROM THE STATE OF NORTH CAROLINA 


DISASTER RELIEF 


Senator Magnuson. We will be glad to hear from you, Senator. 

Senator Scorr. Mr. Chairman and members of the subcommittee, I 
want to thank you for this opportunity to appear before your sub- 
committee. I know that you have a heavy load of work ahead of you, 
so I will keep my remarks brief. 

As you know, North Carolina is interested in the provision on page 8 
of the bill, appropriating funds to the President for disaster relief, 
which adds $5,386,030 to the budget of the Civil Defense Administra- 
tion for assist: unce to State and local governments in major disasters. 

This section is an amendment introduced by my colleague from 
North Carolina, Congressman Bonner, and adopted by the House 
after a full debate in which it was made clear as a matter of legislative 
history that these funds were intended for use by the Civil ‘Defense 
Administrator for emergency projects in North Carolina. 

Mr. Chairman, a most unusual set of circumstances led to this action 
by the House of Representatives in March. It came about as a re- 
sult of a series of dev astating hurricanes that slammed across North 
Carolina in 1954 and 1955. Within a period of 10 months, 4 major 
hurricanes hit North Carolina, 3 of them in a 5-week period last fall. 


HURRICANE DAMAGE 


The most recent official estimates of dam: iges from these 4 hurricanes 
in our State total well over $300 million. 
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Within hours after these hurricanes struck, local, State and Fed- 
eral agencies, the Red Cross, and the citizens themselves, went into 
action to help repair damages, necessarily giving their attention then 
and later to repairs which would restore essential services and enable 
residents of these areas to go back to their homes and work. 

Our coastal people did a magnificent job of self-help in rebuilding 
following each of these successive disasters, but the damages done to 
our natural drainage system on the coast are beyond their ability to 
repair. 

Most of the eastern part of North Carolina is made up of low, flat 
farmland. It was in these areas, along the sounds and rivers and 
creeks, that a major part of the damage was done by the hurricanes. 

Many thousands of acres of coastal farmland were saturated with 
salt water, with an overall average deposit of 2 to 3 tons of salt per 
acre. , 

Naturally, with all creeks and rivers backed up far beyond their 
normal banks, the whole coastal area of North Carolina was a sea 
of debris when the storms passed. 

The soil that was washed away along with plant life, logs, and 
trash, is now choking the creeks and rivers that furnish drainage for 
the entire eastern part of our State. 

When the Army Corps of Engineers was asked to help clean out 
these natural drainage channels, with the expense to be borne from 
Civil Defense disaster funds, a question arose as to whether funds 
appropriated under Public Law 875 could be used for this particular 
kind of disaster assistance. 

The North Carolina delegation, following a conference with the 

Civil Defense Administrator, understood that if the necessary funds 
were provided by Congress for this purpose, he would be glad to go 
ahead with this urgently needed program. 

I believe that the amendment adopted in the House, backed up 
by the legislative history clearly spelled out in the House debate, will 
enable the Administrator to commence this urgently needed assistance 
without further delay. 

It is my earnest “hope that your subcommittee will recommend 
approval of this provision of the bill. 

Senator Magnuson. Thank you, Senator. 

Senator Ervin. 

DISASTER RELIEF 


STATEMENT OF HON. SAM J. ERVIN, JR., A UNITED STATES 
SENATOR FROM THE STATE OF NORTH CAROLINA 


INTRODUCTION OF GOVERNOR 


Senator Ervry. Senator Magnuson, I want to introduce to you 
Governor Luther H. Hodges, of the State of North Carolina. 

We certainly appreciate the courtesy of the committee and_the 
courtesy of the other gentlemen in standing aside because the Gov- 
ernor does not want to kill 2 birds with 1 stone, but he wants to catch 
2 birds this morning. 

I want to say on “behalf of both Senator Scott and myself that we 
endorse wholeheartedly what the Governor will say. 
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Senator Magnuson. The committee will be glad to leave the record 
open for any statements from the two Senators from North Carolina. 

Senator Ervrn. And the same is true of Mr. Bonner. 

Senator Magnuson. Why do you not sit up here with us, Mr. Bonner. 


DISASTER RELIEF 


STATEMENT OF HON. HERBERT C. BONNER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NORTH CAROLINA 


APPROVAL OF HOUSE AMENDMENT 


Representative Bonner. Thank you, Mr. Chairman. 

I have a short statement to make. 

I feel at home here with my former colleagues from the House. 

Senator Ervin. I would like to say that Congressman Carlyle and 
Congressman Barden are interested in this matter since they come 
from the part of North Carolina which is affected. They regret not 
being here, but they endorse the statement made by Congressman 
Bonner and by the Governor. 

Representative Bonner. Mr. Chairman, I have talked over the tele- 
phone with both Congressmen Barden and Carlyle this morning. 
They are detained in their respective districts due to engagements 
previously made. Both are greatly interested in the subject here 
today—and strongly urge your approval of the House amendment. 

Senator Magnuson. The committee will be glad to hear from Gov- 
ernor Hodges of North Carolina. 





DISASTER RELIEF 


STATEMENT OF HON. LUTHER H. HODGES, GOVERNOR, STATE OF 
NORTH CAROLINA 


SUPPORT OF HOUSE AMENDMENT 


Governor Hopers. Mr. Chairman and members of the committee, 
I am grateful for this opportunity of appearing before you on behalf 
of the following amendment: 

Funds appropriated to the President, “Disaster relief.” 

For expenses necessary to carry out the purposes of the Act of September 30, 
1950, Public Law 875, as amended, authorizing assistance to States and local 
governments in major disasters, $5,386,300 to remain available until expended. 

I can give you the legislative history of this amendment to show 
that it was accepted in the House of Representatives as the result of 
efforts of the congressional delegation from North Carolina. This 
money is needed in our State because of very serious and dangerous 
conditions existing as a result of the hurricanes which our State suf- 
fered in 1954 and 1955. 

Before attempting to explain the specific need for this specific 
amount of money, with your kind permission I would like to give you 
some of the background information concerning the damage done 
by these hurricanes, in order that you may have the entire picture. 
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EFFECT OF HURRICANES ON ECONOMY 


The entire economy of eastern North Carolina has suffered a devas- 
tating and staggering blow as a result of hurricanes Hazel, October 15, 
1954; Connie, August 12, 1955; Diane, August 18, 1955; and Ione, 
September 20, 1955. 

Practically every farming and business operation in the eastern 
part of our State has been retarded and adversely affected. These 
storms have been so severe that it has been conservatively estimated 
by our engineers that we have lost from 15 to 60 feet of our entire 
coastal area adjacent to the Atlantic Ocean. 

The great damage which we sustained as a result of hurricane Hazel 
was caused by the terrifically high winds, and the accompanying high 
water. Luckily, we did not suffer a great crop damage as a result of 
this storm for most of our crops in the area had been harvested and 
sold. 

Farm property, however, suffered a tremendous impact and loss. 
We had more than 25,000 farm homes and buildings destroyed and 
damaged at a loss of more than $50 million. 

Our standing timbers in the area were given a terrific pounding by 
the winds, and we suffered a loss thereby in blown down and uprooted 
trees something more than $3 million. 

You can see what we mean by the damage to forests and other 
matters. 

The hundreds of tributaries leading into our navigable waters were 
clogged, and dammed by the thousands of fallen trees and debris. 
The many drainage district canals and ditches were likewise clogged 
and rendered useless by the fallen trees and debris. 

Our farmers have exhausted their means and resources in an effort 
to drain their farmlands, but are unable to clear out the tributaries 
and headwaters which are so vital in the drainage of the surrounding 
farmlands. 

HEALTH HAZARD 


The condition just described has created a tremendous health hazard 
in that ideal breeding grounds for all types of mosquitoes now exist 
in the large areas of stagnant water pent up by the clogged canals, 
ditches, and streams. 

Local health officials and the State health department have been 
struggling for many months, with inaedquate manpower and mate- 
rials, attempting to eradicate these millions of disease-carrying pests 
Their task can never be accomplished unless they are furnished greater 
financial aid than has so far been provided for drainage and stream 
clearance. 

We have done our best, but the resources of the localities and of our 
State have simply not been great enough to provide what is necessary. 

To give you some idea of the great and destructive force of hurri- 
cane Hazel, we had 19 persons killed, approximately 4,000 homes de- 
stroyed, and 1,000 commercial and industrial buildings demolished. 

In fact, Senator, and your associates, we had one little community 
of Long Beach which was completely wiped out. I saw it with my 
own eyes. I have been up and down the coast repeatedly by plane and 
otherwise. 
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Here was that storm where there were 357 buildings in the town and, 
after the storm, there were only 5 buildings which remained on their 
foundations. The total property damage as a result of Hurricane 
Hazel amounted to more than $125 million. 


EXECUTIVE ACTION 


As a result of Hazel, the insurance companies processed 130,000 
losses and paid out only $22 million. 

The President of the United States declared the storm area “a major 
disaster area” under Public Law 875. The President allocated to the 
stricken area $1,500,000 for cleanup operations and the temporary 
restoration of essential public facilities as provided by said law. 

The net loss to us after what few insurance claims were covered was 
over $100 million. 

Up to this time, we have had 28 approved projects under this pro- 
gram, for a total of $1,467,637.30. There has been paid out to date 
under this allocation, $1,141,890.07. This leaves us, as a result of 
I{urricane Hazel, a net loss in the area of more than $100 million. 

None of the funds just mentioned were used to remove the debris, 
fallen trees, and wreckage from the headwaters of the various water- 
ways so they could render satisfactory drainage to the agricultural 
Jands. 

I might say that most of the money from insurance companies was 
to put back into repair those things and to help, wherever they could, 
in some of the public damage. 


TT 


EFFECT OF HURRICANES 


When Connie, Diane, and Ione arrived during August and Septem- 
ber of last year, the storm area was still staggering under the blows 
of Hazel. The torrential rains, which fell throughout the area, in 
one instance measuring 15.25 inches in a 24-hour period, together with 
the terrifically high winds and pressures which pushed the waters 
inland out of our sounds, flooded approximately 2,650 square miles, 
or 25 percent of the total land area of the 22 coastal counties. 

I am advised by the engineers and other experts that this situation 
was greatly aggravated due to the clogged conditions of our head- 
waters and streams which were left in dire need of clearing as a result 
of Hurricane Hazel. 

As a result of these storms of 1955, the President of the United 
States again declared the storm area “a major disaster area” under 
Pubhe Law 875. 

ALLOCATION BY PRESIDENT 


The President allocated to the area for cleanup operations and the 
temporary restoration of essential public facilities the sum of $2,500,- 
000. Under this program we have had submitted to date 78 projects 
for Federal grants. 

_We have had approved by the Federal Civil Defense Administra- 
tion 68 projects for the sum of $2,328,168.60. This amount, which 
has been approved, includes the amount of $232,745 which was spent 
1) an effort to eradicate and control the mosquito menace. 
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There has been paid out to date on all of the approved projects for 
the 1955 hurricanes the sum of $710,225.29. 

Some of our richest and most productive farmlands are located in 
this area which the storms embraced. Many of these productive farms 
were served by drainage districts. These suffered untold damages 
from debris being deposited in the canals and ditches, these drainage 
systems being the lifeline of our agriculture in many of the storm- 
stricken eastern counties. 

There are 25 counties illustrated in this picture. 

In 12 of our counties, we have had 45,328 acres of our croplands 
covered with salt water, which renders the land useless from 2 to 3 
years. 

Senator Ervin. Twenty-five counties is one-fourth of the area of 
our State. 

Governor Hopers. That is right; it is one-fourth of the area, 
roughly. 

In 31 of our counties, we have had 86,590 of our acres of cropland 
covered with fresh water. That renders the land useless for 2 or 3 
years. The farmer loses everything he has and has no prospects for 
next year. 

Most of the inundated fields were in growing crops which were all 
destroyed. The affected farms are for the most part small and pro- 
vide the only source of income for the families living on them. 


IMPACT ON WELFARE SERVICES 


The impact on the Red Cross and public welfare services was heavy 
and has been heavy on the welfare services since that time. Many of 
these farms have not drained sufficiently at this time to permit the 
planting of crops. 

One of our eastern towns, which is New Bern, I believe, which was 
35 or 40 miles from the ocean, had more than 40 blocks completely 
inundated from high water for several days which cost untold damage 
to private and public property. 

The damages which we sustained as a result of the three 1955 hurri- 
canes was in excess of more than $193 million. Agriculture suffered 
the great bulk of the loss from the storms, amounting to $131 million. 

One-third of North Carolina’s population consists of farmers and 
farm families, and we have more individual farms than any State ex- 
cept Texas. A blow of such serious proportions to agriculture upsets 
the economy of our entire State. 


FAMILY FARM UNITS 


Senator Maenuson. I am not too familiar with that area, but is it 
not true that these are all family farm units? 

Governor Hopexs. Practically all of them, yes. 

Senator Magnuson. There are very few large agricultural units. 

Governor Hopers. That is right, and, being small, they have suf- 
fered great difficulties. 

I will not read it all, but the amount of agricultural damage was 
tremendous. However, in relation to the percentage of the crop, it is 
very significant. 

For instance, in the corn, the $14 million loss was 63 percent of the 
total crop; in soybeans, the loss was 49 percent of the total crop; in 
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peanuts, it was 33 percent; in cotton, 33 percent; and in tobacco, it was 
18 percent. 

The interesting and terrible thing was that the hurricane damage 
from the several storms was cumulative. The 1955 stor ms, although 
much less severe in potential destructive force than 1954’s Hazel, were 
able to inflict a great amount of damage because of the fact that 
Hazel, striking a year earlier, destroyed many of the natural and man- 
made defenses against the hurricane. 

As a result of these storms, the entire area was subjected to a tre- 
mendous health hazard due to the millions of mosquitoes which hatched 
in the stagnant waters throughout the area. 

The situation became such a menace to the health of the people that 
it was necessary to use all local and State public health personnel 
and to call upon the United States Public Health Service to send 
experts and engineers into the area to advise and assist in our local 
efforts. 

In an effort to eradicate this mosquito menace, Federal funds in the 
amount of $232,745 were used and State and local funds in the sum 
of $72,729. This health project did a great deal of good but did not 
remove the cause which will remain in the area until proper stream 
clearance and drainage is provided, which condition was brought on 
as a direct result of the hurricanes. 

Unless the stream clearance is accomplished before the summer 
weather sets in, it is highly possible and probable that we may face 
in the storm area a malaria fever epidemic of great proportions. 

There is cause for apprehension as to what might happen, gentle- 

men, in 1956 and future years, with conditions favoring prolific mos- 
quito breeding and with the virus known to be yresent in the bird 
population, from which mosquitoes may spread the virus to humans 
as well as farm animals. Certainly, public health considerations 
justify vigorous mosquito-control efforts, including restoration of 
natural drainage channels. 


INSURANCE COVERAGE 


Unfortunately, the insurance coverage in the storm area was very 
small and inadequate when compared to the tremendous losses sus- 
tained by farmers, businesses, commercial fishermen, private proper- 
ties, and public properties and facilities. 

Asa result of the 1955 hurricanes, the insurance companies processed 
about 40,000 claims and only paid out $5,750,000, which leaves a net 
loss to the area of approximately $185 million; $185 million in the 
State, which is an important State. 

In order that you may be fully advised as to the damages which we 
have sustained in North Carolina as a result of these 4 hurricanes, 
which have visited us within the past 18 months, I am attaching hereto 
an itemized statement which are the figures we arrived at based on 
surveys of local authorities and officials, local civilian defense directors, 
engineers from our office, reports from the American Red Cross, re- 
ports from the United States Department of Agriculture, reports 
from the Federal Housing and Home Administration, and from per- 
sonal surveys and observ ations. 

We feel that they are reasonably accurate and can give you some 
idea as to the staggering blow delivered to the economy of eastern 
North Carolina during the past 18 months. 
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NEED FOR FUNDS 


Now we come to the need for the specific sum mentioned in the 
amendment under consideration. Many of our counties and towns 
attempted last year to procure funds under Public Law 875 for the 
necessary stream clearance and drainage due to the gravity of the 
farming and health needs. 

These projects were prepared after careful surveys by soil conser- 
vationists and health officials within the area and they contain maps 
of the affected areas and a complete breakdown as to the costs of the 
projects. 

They were submitted to the Federal Civil Defense Administration, 
and after much delay and many meetings by FCDA officials, United 
States Department of Agriculture officials, and representatives of the 
United States Army Corps of Engineers, were returned to us dis- 
approved on the grounds that they were beyond the scope and author- 
ity of Public Law 875. 

Since the time when these projects were disapproved, there is every 
indication that the Federal Civil Defense Administration has broad- 
ened its interpretation of the scope of Public Law 875. 

The amendment we are here to support will, it is contemplated, 
provide the FCDA with the money to carry out essential projects of 
this nature which, under this broader scope can now be favorably 
considered. The total amount requested to date by North Carolina 
for these projects is $5,386,300. 


EXTENT OF DAMAGE 


Senator Magnuson. Governor, there was no question in the minds 
of the officials, Federal, State, and otherwise, after the survey of this 
damage, that the amount of damage and the condition existed. There 
was no dispute of that fact, was there ¢ 

Governor Hopees. No, not as far as I know. 

Senator Magnuson. Generally speaking, as I understand it, the 
extent of the damage was pretty well agreed to. 

Governor Hopers. That is right. 

Senator Magnuson. It was agreed to by all officials involved. 

Governor Honcrs. The total extent. 

Senator Magnuson. Then you come up to the question of the inter- 
pretation of the act, as to whether or not it can be done. 

Governor Hopeérs. That is right. 

Senator Magnuson. In some cases, we have had some disputes as 
to whether the damage was as great or as to the degree, but in this 
particular case I think they were pretty well in complete agreement 
as to what had happened. 


STATE STUDY OF HURRICANE DAMAGE 


Governor Hopcrs. Mr. Chairman, you have there an interesting 
booklet showing a study in which the State of North Carolina spent 
$275,000 to have that done by a group of outside experts coming into 
the State. They have sustained and actually raised our figures by 
several million dollars on the total, so that I think you will find that 
the overall facts are there. 
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Senator Magnuson. That may be filed with the committee. 
(The information referred to is on file with the committee. ) 


STATE EFFORTS TO ALLEVIATE DAMAGES 


Governor Hopees. There is one further point I would like to make 
while here today, and that is that North Carolina as a State has and 
will continue to make every effort to help take care of our disaster 
needs with our own resources. 

We state it in that booklet; you will find it is a good report. 

For instance, our State agencies, such as the highw ay department, 
agriculture department, et cetera, have expended considerable amounts 
from their normal budgets for administrative purposes in connection 
with these disasters. 

The council of State authorized the expenditure of $27,000 for the 
study which resulted in the report which has been handed to you. 
Along with these expenses have been those incurred as a result of 

calling out the National Guard in several instances. 


STATE DIRECTORS OF HURRICANE REHABIITATION 


Finally, I would like for you to know that we have created a new 
office in our State government, called the director of hurricane re- 
habilitation, and the man filling this office, Col. Harry Brown, formerly 
with the Battle Creek office of the FCDA, has been given the full- 
time job of doing everything possible, through the slanning and in- 
stallation of protective devices, to minimize the Sumer we may 
receive from any future hurricanes. 

In short, the State of North Carolina is doing all it can to meet its 
own needs through its own efforts. This we will continue to do, but 
we need your assistance. 

We have serious health and economic problems in eastern North 
Carolina as a result of the clogged condition of our streams and 
drainage facilities. It is imperative that we have relief or we will be 
faced with possibly disastrous consequences. 

The amendment under consideration today would be a great step 
toward providing us this relief. 

DETAILED FIGURES OF DAMAGE 

I want to thank you very much indeed for your courtesy, sir, and 
leave with you these figures which detail all four hurric: anes, showing 
the damage of over $300 million, for which we have had very little 


eimbursement. 
(The information referred to follows :) 


76535—56——-4 
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StoRM DAMAGE TO STATE AS A WHOLE, HURRICANE HAZEL, OCTOBER 15, 1954 


The following is our best estimate based upon information obtained from per- 
sonal surveys, reports from local civil defense authorities, the Red Cross, Farmers 
Home Administration and other sources: 

Estimated damages to public highways, public utilities, State and 

sounicingliy CWO DRONE oc ndncncicieniemeenndsitinnaniinny $10, 000, 000. 00 
Estimated damage to private property : 

4,000 dwelling houses completely destroyed or suffering 


major damage, estimate at $7,500 average___-__-_------__ 30, 000, 000. 00 
20,000 dwelling houses sustaining minor damage estimated 

Rt: S1LD0D: DVOUAGC. akc cacciaddniensincanseieiatee 20, 000, 000. 00 
10,000 farm buildings completely destroyed or suffering 

major damage estimated at $4,000__.__._--____-_---__.-- 40, 000, 000. 00 
15,000 farm buildings sustaining damage estimated at $700 

STORER siccikiosiisne tiene 10, 500, 000. 00 
1,000 business buildings completely destroyed or sustaining 

major damage estimate at $5,000 average______--__----- 5, 000, 000. 00 
4,000 business buildings and personal property sustaining 

minor damage estimated at $1,000_-.----____--_-------- 4, 000, 000. 00 
Estimated damage sustained by church, church property, 

private collewes 280 SChOOMs wis newcsnmcntcs enmennee~ 1, 000, 000. 00 
Estimated damage to standing timber_---__---_--__---_~- 3, 000, 000. 00 

Total estimated damage in North Carolina___-_------_-_ 123, 500, 000. 00 


Estimated damages ’* sustained in North Carolina as a result of 
hurricanes Connie, Diane, and Ione: 


Bs PG is ha hs ee ga eed asl 2, 000, 000. 00 
2. North Carolina State-owned property__-_------------~_- 500, 000. 00 
3. North Carolina State highways and bridges__-____-----_- 1, 500, 000. 00 
4. Farm crops and other agricultural losses__.......-.---- 108 629, 248. 00 
5. Cost of mosquito control program_____..-----------~~. 500, 000. 00 
6. Services and contributions to disaster area by State 
CN I cicadas Snis ta cieaheimicmnapiiliarnccphiite arm eetia tae in 565, 982. 96 
7. Private property damage other than agricultural________ 49, 520, 000. 00 
8. Damage to public property of counties, cities, and towns- 7, 839, 500. 00 
Total damage in North Carolina._........-..._-_._--_- +169, 054, 730. 96 


1The above figures were arrived at soon after the storms and according to our best 
available information. Based on the research in preparing the North Carolina hurricane 
rehabilitation project, the damages for the 1955 hurricanes now exceed $193,000,000. Of 
this amount it has been determined that the agricultural losses amount to $131, 000,000. 


HOUSE AMENDMENT 


Senator Roserrson. I would like to ask the Governor a question, 
Mr. Chairman. 

Senator Magnuson. Go ahead. 

Senator Ropertson. As I understand, an amendment offered from 
thefl oor by Representative Bonner in the House added $5 million to 
this bill for disaster relief in North Carolina. Is that correct ? 

Senator Magnuson. It was put in on the floor as an amendment, by 
Congressman Bonner. 

Governor Honees. That is right. 

Senator Roperrson. Your purpose in appearing before us today is 
to ask that we concur in that action ? 

Governor Hopers. That is exactly right. 

Senator Rosertson. Mr. Chairman, I want to say that, after hear- 
ing all the criticism in the Dubrovnik, Yugoslavia, meeting, of the 
administration of our foreign aid, I can assure this committee that 
the good people of North Carolina will appreciate this $5 million 
more than any foreign country I know of. 
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Governor Hopers. Thank you, Senator Robertson. 

Senator Magnuson. There has been some suggestion made, Gover- 
nor, in some of these cases that, where the damage has run this high, 
certain activities of the Federal Government might have some rela- 
tion to the cost. I do not know whether we have arrived at this solu- 
tion or not, but that is the debatable point and surely I think this 
committee agrees that the Federal Government does have some respon- 
sibility in this matter. 

Governor Hopcrs. Thank you, sir. 


EROSION PROBLEM 


Senator Porrrer. There must be a great erosion problem along that 
coastline, according to the pictures you have in your brochure. 

Governor Hopers. It is a sic ‘kening situation. The thing that 
bothers us is that it is going to get worse as you get the acc ‘umulation. 
Of course now, in this ‘dire emer gency, the predominant problems are 
the health and’ agricultural problems. 

We have the overall problem, which is costing many millions of 
dollars. 

Senator Porrer. I know that just on our Great Lakes in Michigan, 
where we have not had the high winds and water that you have had 
here, we are faced with a great erosion problem in many areas. I can 
appreciate your problem there. 

Governor Hopngrs. We had another difficulty last week in the high- 
est tides of all history, which also meant great damage to us, so that 
we have a serious problem. 

Senator Porrer. Governor, with your eloquent statement, and the 
amendment offered by my good friend Herbert Bonner, I do not 
think you will have too much trouble with this member of the com- 
mittee. 

Senator Magnuson. I only pass the suggestion that we also have 
New England involved. That does not detract from the merits of 
this proposal, in my opinion. 

Senator Ervin. Some of these same storms were in New England. 

I do not care to make any further statement, except to say that I 
went through a good deal of that area after these hurricanes and I 
know that the picture of the disaster that resulted from it has not been 
overpainted. 

I also say in response to the elucidating question you asked, that 
we have in North Carolina, for example, almost 49 ,000 small farmers, 
who have less than a 4-acre allotment. 

Congressman Bonner, who introduced this amendment in the House, 
I think, has a short statement. 

I would like to introduce Gen. Edward Griffin, who is our civil 
defense administrator in North Carolina, and Colonel Brown, our 
State highway chairman, and Mr, A. H. Graham, chairman of the 
highway commission. 

Senator Macnuson. We would be glad to hear from you. 


EXCERPT FROM CONGRESSIONAL RECORD 


Let us put in the record an excerpt from the Congressional Record, 


page 3601 of March 6, in which Congressman Bonner presents the 
amendment. 
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Representative Bonner. And also Congressman Barden. 
(The excerpt referred to follows :) 


Mr. BoNNER. Mr. Chairman, I offer an amendment. 
The Clerk read as follows: ' 
“Amendment offered by Mr. Bonner: On page §, after line 4, insert the fol- 
lowing: 
‘**PUNDS APPROPRIATED TO THE PRESIDENT 


“ ‘Disaster relief 


‘Por expenses necessary to carry out the purposes of the act of September 30, 
1950 (Public Law 875), as amended, authorizing assistance to State and local 
governments in major disasters, $5,386,030, to remain available until expended.’ ” 

Mr. OstertTaG. Mr. Chairman, I reserve a point of order against the amendment 
offered by the gentleman from North Carolina. 

The CHAIRMAN. The gentleman from New York reserves a point of order. 
The gentleman from North Carolina is recognized for 5 minutes. 

Mr. Bonner. Mr. Chairman, in 1954 and 1955 there occurred in North Caro- 
lina 4 storms. The total damage to the State was $292,554,730. These statistics 
were gathered by the Civil Defense Soil Conservation Service and by a special 
group set up by the Governor of North Carolina to estimate the loss. 

The Red Cross immediately came to the aid of the area. There were disas- 
ter meetings held throughout the area, which Federal representatives repre- 
senting all branches of the Federal Government attended, making firm state- 
ments, assuring aid of every nature—rehabilitation—FHA loans, and so forth. 

Mr. THomas. Mr. Chairman, will the gentleman yield? 

Mr. Bonner. I yield to the gentleman from Texas. 

Mr. THomas. The gentleman’s State and that coastline, it has been testified 
before another subcommittee dealing with the Weather Bureau, has suffered 
for the last 50 or 60 years from these terrible hurricanes on the Atlantic coast 
that originate within a couple hundred miles of his State, around Cape Hatteras. 

Mr. Bonner. They originate about 100 miles away from the mainland. 

Mr. THoMAs. The record shows that in the last 2 years the gentleman’s State 
has suffered a tremendous damage from these horrible things. The civil-defense 
fund has unobligated $13 million. We realize that this amendment is subject 
to a point of order, but I hope my friends on the other side will not object to 
the amendment. I give them my assurance on this. There should not be any- 
thing partisan about this and I am not fussing at anybody about this damage, 
this misery, this suffering. I believe we can get together and help these people 
and I hope there will be no objection. If there is anything that is needed by 
those gentlemen on the other side of the aisle you can depend on the folks on 
this side of the table to help you. I think there is no objection to it. These 
people need this money. There is $13 million in the fund, and as far as I am 
concerned, if they need $25, $30, or $40 million more to put in that fund to take 
care of these people, I want to give it to them. 

Mr. Bonner. I certainly thank the gentleman from Texas. 

We raise no question of the necessity of civil defense nor what it has done 
elsewhere nor what it may do elsewhere. We are all in favor of it. But in the 
light of the amount that the State suffered, there has been in the first storm 
contributed $1,495,000 for relief, and in the second instance, the three storms, 
there has been contributed $1,743,000. 

Now, the items for the amounts here are documented. They are compiled by 
the engineers of the Soil Conservation Service. It is acute. It is for the pur- 
pose of opening up the natural drainage that is close to the rivers, and each item 
is estimated, and unless something is done immediately when the warm weather 
comes on there will be a pestilence of malarial fever in the swamps back from 
the rivers due to the clogging up of the natural drainage by everything that 
floated down the stream. There was an 8-foot tidal wave that came over eastern 
North Carolina, and everything that was not anchored, not nailed down or tied 
down, began to float, and when the water went out it naturally took the logs 
and stumps and everything in the way of debris to these natural drainages and 
clogged them up. 

Now, in addition to that, there was salt water that covered in one county or 
the area 38,000 acres of land. It is hard to imagine a deposit of a maximum of 
11 tons per acre of salt on the land, and the average deposit on the land was 
from 2 to 3 tons of salt per acre. We are not asking for anything to relieve us 
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from that. The only thing that will relieve us in that is chemicals and proper 
drainage where the rain comes down and filters the soil and then flows off through 
the drainage. 

The CHAIRMAN. The time of the gentleman from North Carolina has expired. 

(Mr. Bonner (at the request of Mr. Durham) was permitted to proceed for 
5 additional minutes. ) 

Mr. Saptak. Mr. Chairman, will the gentleman yield? 

Mr. Bonner. I yield to the gentleman from Connecticut. 

Mr. SapLak. I am completely sympathetic with the gentleman’s amendment, 
but I wish he would explain why he needs $5 million. 

Mr. Bonner. I am glad the gentleman asked the question. This was all item- 
ized by the Department of Agriculture in conjunction with the Corps of Engi- 
neers and in conjunction with a special corps of employed people by the Govern- 
ment who went through the various areas, precincts, and small units, and so 
forth, and made up the list. I am going to picture to you one situation. 

Mr. Saptak. May I ask another question? 

Mr. BoNNER. Yes. 

Mr. Sapitak. Does the gentleman desire these funds just for cleaning up this 
debris and providing drainage in North Carolina? Is it confined to the State 
of North Carolina? 

Mr. Bonner. Well, there is where the storm hit, and it hit from the South 
Carolina coast to the Virginia coast. I happen to live in the middle of the area. 

Mr. SapiakK. I say again I am completely sympathetic with the gentleman’s 
amendment. 

Mr. Bonner. I would like to see the same thing apply elsewhere. The amounts 
I have listed here, $3 million plus, have gone to municipalities for utility pur- 
poses, sewers, and things of that kind. Now, the majority of the people in this 
area live in rural communities. Certainly the Congress intended to help those 
people just as much as it intended to help people in cities and towns. It has 
been a question whether the funds would be applied to this purpose. We do 
not raise the issue against any other area but the engineers’ report clearly shows 
that hundreds of miles of river clearance snagging, and so forth, was carried on 
in other areas. 

Mr. SapLaK. Will the gentleman yield for a further question? 

Mr. Bonner. I yield to the gentleman. 

Mr. Saprak. Again I want to emphasize that I am completely sympathetic 
and want to be helpful. The chairman of the subcommittee mentioned that 
there was presently available some $13 million. Has the gentleman made appli- 
cation to utilize some of that $13 million and was he turned down and is that 
the reason for his amendment? 

Mr. Bonner. Yes. The full North Carolina delegation met yesterday with 
Mr. Peterson. He stated that he had $13 million. The delegation offered to go 
before the committee and did go before the committee and presented their case. 
We received very sympathetic consideration. The bill had not been drawn at 
the time. But Mr. Peterson would not say to us he would allocate any funds 
for this purpose. Certainly I do not think Congress meant to help people in 
cities and not help people in the rural areas. 

The Public Health Service has reviewed this matter. There will be an epi- 
demic of malaria; there will be the breeding of mosquitoes the like of which has 
never been seen, unless these drainages are opened. 

Mr. DurHAM. Mr. Chairman, will the gentleman yield? 

Mr. Bonner. I yield to my colleague from North Carolina. 

Mr. DurRHAM. This storm not only stopped up the streams in an area only 
a few miles from the coast, but I should like to say that I live 160 miles from 
the coast, and the storm came up through the State and stopped up streams all 
across the State from one end to the other. The people in our community 
cleaned out their own places, did not expect any help, because their damage 
Was not so serious. But the great problem is in eastern North Carolina where 
the terrain is almost at sea level 60 miles from the coast; is not that true? 

Mr. Bonner. That is correct. 

Mr. DurHAM. That is flat country and the water hardly ever washes ont. 
When you have four storms like that, you have no drainage whatsoever. I believe 
the estimated cost by the engineers and the civil defense people was $19 million ; 
is that right? 

Mr. Bonner. That is the estimated cost of what should be done for all things. 
3ut we are only asking for this part of it as an emergency because of the 
danger to health and the damage to agriculture, as I have just explained. 

Mr. DurHAM, This is only an emergency measure. 
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Mr. Bonner. This is strictly an emergency measure. 

Mr. DurnaAm. And the matter is entirely in the hands of the Administrator? 

Mr. Bonner. That is correct. 

Mr. DurHAM. This is an amendment to Public Law 850. 

Mr. CRETELLA. Mr. Chairman, will the gentleman yield? 

Mr. Bonner. I yield to the gentleman from Connecticut. 

Mr. CrRETELLA. I wonder if any hearing was held on the subject of this amend- 
ment providing $5 million to the State of North Carolina. We of Connecticut 
and New England have been just as hard hit as any section of the country. 

Mr. Bonner. Yes, sir; and I voted for the $25 million appropriation to the 
gentleman’s section of the country just a few days ago. 

Mr. CRrETELLA. If this amendment were approved then I suppose every State 
or every community that has been affected would be here with similar amend- 
ments and apparently there would be no end to it. 

Mr. Bonner. Let me say to the gentleman that I do not want to make any 
comparison with what took place in New England or what took place in Cali- 
fornia. I favor the Federal Government helping California and helping New 
England. Forty-three million dollars-plus was spent from other funds in the 
New England area, I will say, since the gentleman raised the question. I have the 
figures here. I have the engineers’ report. But I did not want to raise that 
question. I have asked only for the small amount. 

Mr. Creretia. I subscribe to the gentleman’s sentiments and to his feelings, 
but I do not appreciate, and I do not believe that the State of North Carolina 
should be the recipient of $5 million as against any other State that has the 
same problem. 

Mr. Bonner. I agree with the gentleman thoroughly. But there has been only 
$3 million plus spent in North Carolina as compared with a total loss or damage 
of $229 million. 

The CHATRMAN. The time of the gentleman from North Carolina [Mr. Bonner] 
has expired. 

Mr. SaptaKk. Mr. Chairman, I ask unanimous consent that the gentleman may 
be allowed to proceed for 3 additional minutes. 

The CHAIRMAN. Is there objection to the request of the gentleman from 
Connecticut? 

There was no objection. 

Mr. CreTELLA. My purpose in inquiring was to ascertain whether or not the 
gentleman and his colleague perhaps had difficulty in getting funds under Public 
Law 875 because of the interpretations made on the removal of the debris, and so 
on, because particularly in my colleague’s district we had the same question 
whether moneys could be provided for that purpose under Public Law 875. 

Mr. Bonner. The engineers’ report showed they cleared hundreds of miles 
of rivers in the New England States and provided drainage in those States. I 
can quote you that from the engineers’ reports. 

Mr. Cretretita. What I was trying to do was to help the gentleman in his 
locality, based on our experience. 

Mr. Bonner. I certainly do appreciate that. 

Mr. CreTeL.itaA. The further thing was to ascertain whether the gentleman was 
asking for sufficient funds to do this job properly. 

Mr. Bonner. To do this job and to avoid a pestilence of malaria and mosquito 
trouble. 

Mr. CRETELLA. I reiterate, I am in complete accord with the gentleman and 
want to help him. 

Mr. OstertTac. Mr. Chairman, will the gentleman yield? 

Mr. Bonner. I yield to the gentleman from New York. 

Mr. OstTerTac. Permit me to say to the gentleman that in making the point 
of order against his amendment I want him to know I am not out of sympathy 
with his problem and his desire to meet it. Perhaps it has already been said 
that we are faced here with a question of approach and a question of compara- 
tive needs, recognizing, as the gentleman must, that there is money in the 
emergency disaster fund for the very purpose he seeks financial assistance for 
his State. North Carolina has received in the fiscal year 1955, according to the 
report and in the records, $1,500,000. 

Mr. Bonner. That is right. 

Mr. OsrertTaG. In the fiscal year 1956 North Carolina received $2,500,000. 
Perhaps the $5 million is needed in comparison with others, but it would seem 
to me that if you have need for disaster relief funds there is an orderly way of 
getting it. I think the gentleman will agree that if he is not able to get it in 
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an orderly way, then I am sure the Congress will consider the needs in an 
orderly fashion, not only for his area but all other stricken areas of our country. 

Mr. Bonner. I appreciate the gentleman’s generosity. This has been done 
before. I understand that things that are done twice do not make things right, 
put this same thing has been done before. I do hope the gentleman will not 
insist upon the point of order against the amendment. I agree that the point 
of order will prevail against the amendment. 

(At the request of Mr. Ostertag, and by unanimous consent, Mr. Bonner was 
permitted to proceed for 5 additional minutes. ) 

Mr. Bonner. I want to picture one situation. There is a creek with the 
peculiar name of Cucklers Creek that drains 68,000 acres of beautiful farmland. 
In addition to the storm we had 3 days of incessant rain. The salt water from 
the ocean came in and the rain water came in from the land. It was a catastrophe 
of the greatest magnitude. I set through it and watched it. The mouth of 
this creek, Cucklers Creek, for about 2 miles, is just a gulley filled with logs and 
stumps. ‘There is no way of getting drainage through it. That is listed in this 
list of items. We want to go along with this whole program. We are in sym- 
pathy with the program. 

When my immediate section was in the throes of this disaster the Red Cross 
sent out a notice asking for an additional sum to go to the New England States. 
My county subscribed its quota in 1 day. 

I hope the gentleman will not insist upon his point of order. 

Mr. BarDEN. Mr. Chairman, I rise in support of the amendment. 

The CHAIRMAN. Does the gentleman from New York still reserve his point of 
order against the amendment? 

Mr. OsTerTAG. Yes, Mr. Chairman. 

The CHAIRMAN. The gentleman from North Carolina (Mr. Barden) is recog- 
nized for 5 minutes. 

Mr. BARDEN. Mr. Chairman, I think I have been here long enough to recognize 
that most proposals to add to an appropriation bill from the floor are subject to 
a point of order. We must operate in the main under the rules. This may be a 
little out of the customary rules of the House, but you know after having 3 horri- 
ble hurricanes hit us right square in the face, and 2 of them within about 30 or 40 
days, we began to think that they were out of order too. I surely thought it was 
out of order when I had to come out through the top of my boathouse and swim 
ashore when about 10 feet of water flooded the place. Let me say this. We bring 
up discussions of what is right and how many dollars are involved, and so forth. 
Ever since I have been in this body, I have never voted against my Government 
doing the humane thing in helping people where the elements have visited de- 
struction upon them. I want to say this now, whether or not somebody wants 
to criticize him, President Eisenhower with his great heart when he saw the 
trouble in New England said, “Turn to and help with everything you have.” And 
they did just that. Now, it is not a question of the few dollars that they spent. 
Did they help those people? Sympathy goes out for them, of course. I will go 
just a little bit further with our visit with Mr. Peterson. This request came upon 
us—we did not know the situation was quite as it was. We thought these re- 
quests for help had been taken care of in an orderly way. I do not think I would 
be talking out of turn when I tell you this. Mr. Peterson gave us a very fine 
reception. I have no criticism of him. But he was a little worried about whether 
the law under which he is operating would, in the absence of some history, give 
him the authority to take care of the health and agricultural conditions as left 
hy the hurricanes. The way it was done elsewhere was because the engineers 
did it and the funds were replaced. Mr. Peterson did not do it and he is sincerely 
disturbed about our people and so are our people disturbed about it. But nobody 
did anything wrong. Everybody was prompted by the highest motives on earth, 
and that was to help people who were in distress. I have not a bit of criticism 
about that. Whatever befalls the West or the East or the South where there 
are human beings, I say a great Government with a great heart will react kindly, 
considerately, and quickly. 

Mr. OstertaG. Mr. Chairman, will the gentleman yield? 

Mr. BarpEN. I yield. 

Mr. Ostertac. The gentleman, of course, is making a good case for action on 
the part of he National Government in extending relief to these disaster areas 
including your own good State. I do not feel in raising the point of order as 
to this method that I can be regarded as out of sympathy with your problem. 

Mr. BArpEN. Just let me say this, certainly I do not feel that way. I know 
the gentleman too well and you not only have very fine reactions but you are 
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delightfully human. But we are just up against the gun, my friend. It is 
either a question of working it out this way and letting it go through the other 
body or it is a question of forgetting it. Because you know and I know it is 
totally and thoroughly impractical to expect the Army engineers to initiate a 
project, and then 2 or 3 years from now doit. It is totally and utterly impractical 
to work it out through the Agriculture and the Health Departments. So, we 
are up against a gun and my honest and frank opinion is that we will either work 
it out this way or someone else will have the responsibility for it not being 
done, and that will not be me. 

My only purpose in this move is to write some legislative history that will 
give the Administrator justification for taking care of the emergency situations 
that now confront the people of eastern North Carolina in the fields of agricul- 
ture and health, the salt in the land drainage, and so forth. There would be 
no purpose in just adding $5 million to Mr. Peterson’s appropriation for emer- 
gencies, for he already has $13 million, unless we make it clearly understood why 
we are doing this. I certainly feel that the Administrator will recognize this and 
respect the intent of Congress, certainly to the extent of this approximately $5 
million. 

Mr. THomas. Mr. Chairman, will the gentleman yield? 

Mr. Barpen. I yield. 

Mr. THomaAs. Suppose this amendment is amended to reduce that amount to 
$3 million, then they could clean out these logs. The Public Health Service 
will have to spend $10 or $15 million over there in malaria work just as sure 
as Iam sitting here. Let us amend that down to $3 million and let it go through. 

Mr. Osterrac. Will the gentleman yield? 

Mr. Barpen. I yield. 

Mr. OSTERTAG. In response to my good chairman, I can only say that the dis- 
turbing factor of this approach is not the question of amount. 

Mr. THomas. But there is no other area complaining for lack of money. If 
they do, let them come forward and put it in here now. This is the only area 
that is suffering. Let us give them $3 million. If you have an area in your 
section that is complaining, let us put it in also. 

Mr. Osrertaa. If it is the will of the House that we increase this independent 
offices appropriation bill to provide an additional amount of money for disaster 
relief under Public Law 875 as amended for distribution as it is needed—— 

Mr. THomaAs. You do not have to do that. There is $1314 million unobligated 
in there now. 

The CHAIRMAN. The time of the gentleman from North Carolina (Mr. Barden) 
has expired. 

(By unanimous consent, at the request of Mr. Thomas, Mr. Barden was 
granted 2 additional minutes. ) 

Mr. OstrertaG. In order that we might make clear the difference, I would like 
to say that the disaster relief appropriation under the Deficiency Appropriation 
Act has a balance of some $14 or $15 million. 

Mr. BarpEN. Will the gentleman let me interrupt? I have missed making the 
point clear. These funds will be spent under the same supervision of agencies 
that all of the rest of them are; but Mr. Peterson now has $13 million. 

Mr. Osterrac. That is my point. Funds are already available. Why not use 
a part of that $13 million or a part of the unobligated balance. 

Mr. Barnen. Let we tell you this: Mr. Peterson doubts that as the law is 
now written it gives him authority to clean these streams and to do this health 
protective work. It is not a question that it has not been done elsewhere. It 
has been done. But it was done in another way. The funds came through 
the engineers. We voted the money to pay back the engineers. In that way the 
technicality was not an obstruction. We are not trying any monkey business 
here. It is a very practical situation that will either work out or we close 
the door. That is all there is to it, because under a strict construction of the 
law I doubt that he is going to change his mind about it and let me say this 
is no criticism of Mr. Peterson. I think he is trying to be fair, honest, and 
carry out the intent of the Congress as he sees it. But the history of this kind 
of an appropriation, the background and the debate, he will have some legisla- 
tive history that will give him the right to do what we seek the $5 million to 
do. When you talk of destruction, you just cannot imagine what happened 
down there in eastern North Carolina which is from 2 feet to 15 feet above 
sea level. with 10 feet of water over the whole area. 

The CHAtTRMAN. The time of the gentleman from North Carolina [Mr. Barden | 
has again expired, 
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Does the gentleman from New York [Mr. Ostertag] insist upon his point of 
order? 

Mr. OstrertaG. May I ask the distinguished chairman of the subcommittee 
whether it is possible for this bill to be amended to increase the funds for dis- 
aster relief? Would it not be in order insofar as Public Law 875 is concerned? 

Mr. Tuomas. Let me make this suggestion to my friend: I see what he is 
trying to do; he is trying to find a way to help out and we appreciate that. 

As I understand, this amendment does not take any money from the $13 
million that the Administrator now has. 

It appears to me as a practical matter that we are going to have to supple- 
ment the $13 million sometime before this fiscal year is out; so why not let 
this stand as it is and then when we get to the point of having to make a sup- 
plemental appropriation to meet the necessities of the agency, increase it? 

If the gentleman insists on the wording of this amendment and on taking 
it out of the disaster funds now, that is all right, too, and I am sure these gentle- 
men from North Carolina will not object. I think it is just about as broad as 
it is long. 

Mr. OsTERTAG. Would it be possible to add additional funds to the Presidential 
emergency disaster fund within this appropriation bill? 

Mr. THomAs. Mr. Chairman, I ask unanimous consent that the Clerk may 
again read the amendment for our information. 

The CHAIRMAN. Is there objection to the request of the gentleman from Texas? 

There was no objection. 

(The Clerk again read the amendment.) 

Mr. OsTerTAG. May I inquire as to whether this amendment increases the 
disaster relief fund by some $5 million under conditions and terms as provided 
in Public Law 875? 

Mr. Bonner. That is, of course, what it does. But the object in urging this 
amendment as we are doing is to earmark by legislative history so that the 
administration can provide the help we need. 

Mr. BarDEN. That is the ultimate effect, but I hope the gentleman gets the 
significance of its going through this way, as I understand it is a strict construc- 
tion of 875 might rule out the relief we seek, that is why we seek to add $5 million 
to the $13 million he has now. We expect a little more liberal handling of 
this $5 million in the light of this legislative history. There is not a thing in 
the world that is not proper about it; and I think, most modestly, that where 
there has been $300 million damage done and we pulled ourselves up by our own 
bootstraps to this point, the gentleman really wants to see it go through in 
this way. 

The CHAIRMAN. Does the gentleman from New York withdraw his point of 
order? 

Mr. Morano. Mr. Chairman, a parliamentary inquiry. 

The CHAIRMAN. The gentleman will state it. 

Mr. Morano. As I understand the reading of the amendment, I do not think 
a point of order can be made against it, because it does not authorize the changing 
of the language of Public Law 875. 

The CHAIRMAN. The gentleman from Connecticut, in the opinion of the Chair, 
has not stated a parliamentary inquiry. 

Does the gentleman from New York insist on his point of order? 

Mr. OsTerTaAG. I would like to say to the Chair, if I understood the amendment 
correctly, that it increases the appropriation to the President’s disaster relief 
fund. 

Mr. Bonner. That is what it does. 

Mr. OsterTaG. And in no way takes it out of funds for any other specific pur- 
pose as provided in this bill and provided by law. 

Mr. Chairman, I withdraw my point of order. 

Mr. Bonner. That is what it does, except I think all of us, including the 
centleman, understand that unless the $5 million was going to be used to relieve 
eastern North Carolina under proper supervision as in other cases, there would 
be no point in adding it at this time. 

The CHAIRMAN. The gentleman from New York withdraws his point of order. 

The question is on the amendment by the gentleman from North Carolina 

The amendment was agreed to. 
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Representative Bonner. Mr. Chairman and gentlemen of the com- 
mittee, immediately after the storms there were ‘disaster meetings held 
throughout the stricken area of North Carolina, at which time Civil 
Defense and other Government agencies were present, also the Red 
Cross and others. So great was the destruction that it was necessary 
for the Governor to call out the National Guard. 

The assurance of assistance was liberal and there was great work 
done by the Red Cross and Government agencies. 

As the situation developed, of course, the Governor and others be- 
came tremendously worried because the point arose at a meeting with 
Mr. Val Peterson as to whether there was in the Civil Defense Act 
authority to the Director to do certain things. Our delegation asked 
for a meeting before the Appropriations C ommittee of the House of 
Representatives ' 

At that time the Appropriations Committee had had their hearings, 
and drawn up the Civil Defense Appropriation bill, but they did give 
us an informal hearing, and advice. 

Then we had a conference with Mr. Peterson in his office. At that 
time I was under the impression that Mr. Peterson seriously doubted 
whether he had authority to go in and do the work, assist in doing the 
work called for in the amendment I offered in the House in the amount 
of $5,380,030. At that time, I was not sure myself. 

I then looked up the statute. I conferred with my colleagues in 
the House, and I offered the amendment. The debate is in the record, 
and I am glad that you put a copy in this record. 


CIVIL DEFENSE ACT AUTHORITY 


Now, the section entitled 1855b, assistance by Federal agencies; 
scope of services; reimbursement; disposition of moneys; liability, 
says—and I quote from the statute : 

In any major disaster, Federal agencies are authorized when directed by the 
President to provide assistance * * * (d) by performing on public or private 
lands protective and other work essential for the preservation of life and prop- 
erty, clearing debris and wreckage, making emergency repairs to and temporary 
replacements of public facilities of local governments damaged or destroyed in 
such major disaster. * * * 
the point here is, Mr. Chairman, that there is no question as to the 
scope and authority of the Director to go into municipalities and 
aid in the reconstruction of public utilities. The item in this amend- 
ment covers factually and to the dollar the total amount estimated 
for the clearance of rural natural drainage. That is just as essential 
in the rural areas as manmade public utilities are in the incorporated 
areas, and certainly Congress, when it passed the Civil Defense Act, 
did not think of only people in the cities. They thought of people 
in the rural areas. “All citizens were taken in under the scope of 
the act. 

Therefore, the act clearly sets this forth and, in citing this, I am 
sure that Mr. Peterson now will be assured. 
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Senator Magnuson. Congressman, on what basis did you arrive at 
the $5 million-plus figure ¢ 

Representative Bonner. That figure was derived from the Gov- 
ernor’s special committee, set up to surv ey the damage in the rural 
areas, and the State civil defense and the United States soil-conserva- 
tion forces, all working in unison and conjunction. They went out 
and looked at the natural drainage, not manmade drainage, not 

canals dug by machinery, but the tributaries to the rivers that drain 
the swamps and the areas, and into which flow man’s machine-made 
drainage. 

Now, when this flood came with 8 and 10 feet of water, everything 
that was not nailed or tied down was blown or floated away, and 
as the waters receded, carrying everything, logs, stumps, and buildings, 
and everything into these natural drainages, clogging them up. It 
is beyond the scope and ability of local interests to take care of these 
problems. 

As I say, they went into the cities and helped to rehabilitate the 
sewer and water systems and other public utilities, about which 
there is no doubt, but the very word “debris” in this statute settles 
this question, because this is debris, that we wish and desire to have 
assistance in removing from the God-made drainage in the rural 
areas, 

Senator Porrer. If I understand your statement, the request for 
funds does not include any drainage ? 

Representative Bonner. No, sir. 


CLEARING DEBRIS FROM DRAINAGE SYSTEM 


Senator Porrrr. It is just clearing out of the present drainage 
system of debris? 

Representative Bonner. Yes, sir; the natural drainage of the area. 

You will notice in the debate, Mr. Chairman, that this amendment 
is offered as an increase to the civil-defense appropriation. At the 
time, Mr. Peterson’s agency had about $13 million available. Yet 
we offered this amendment. 

It has always been my thought, and I think it has been generally 
followed, that in administering an act of Congress, the Administrator 
looks to the act itself, the hearings and the report by the committee, 
and then the debate on the floor of the Senate or the House, whic h 
shows the purpose for which the money was included in the appro- 
priations bill. In the debate we endeavor to point out and show that 
the money in this amendment is for this purpose in North Carolina. 

Senator Magnuson. That is why I wanted this in the record, 
because it points up that fact. 

Representative Bonner. I think it is advisable that it be put in the 
record. 

We realize that in an appropriation bill we cannot tell the Adminis- 
trator to change the law or his thinking or his mind, but the debate 
will show the purpose of any amendment such as this. 

I thank you very much, Mr. Chairman. 

Senator Macnuson. Are there any questions? 
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Representative Bonner. I did not mean to criticize Mr. Peterson 
at all. I think he is a valuable, splendid Administrator and a good 
citizen. I think he is in sympathy with us. 

Governor Hopegs. He has helped us a lot. 


OTHERS PRESENT 


Senator Ervin. Mr. Chairman, I would like to add that we do not 
desire to offer more evidence. We have here Gen. Edward Griffin, 
who is head of the civil defense in North Carolina, and Col. Harry 
Brown, and our State highway chairman, Mr. A. H. Graham, who can, 
if necessary, give further evidence in support of these matters. How- 
ever, it would be cumulative. 

I want to thank the committee for hearing us out of turn, and thank 
the other Representatives here, and also Governor Peterson. 

I want to commend Governor Peterson because, when some of these 
hurricane started, he came immediately to North Carolina and looked 
over the scene. He has rendered a great service all through the coun- 
try in these disaster areas, like North Carolina and South Carolina 
and in the New England States. 

Senator Magnuson. We will leave the record open if these other 
gentlemen wish to add some statements. 

Representative Bonner. I would like to leave a copy of this citation. 

Senator Roperrson. There is a reference made in this printed 
brochure to the great increase in mosquitoes from the places that have 
not been drained. I do a little hunting and fishing in the marsh areas 
of Virginia and North Carolina, and I would rather be stung by :« 
bumblebee than be bitten by one of those swamp mosquitoes. 

tepresentative Bonner. I would like to leave for the record the 
citation from which I quoted as to removal of debris, and to say that 
this item is specifically for a purpose that has been estimated and 
shown to be necessary. 

Senator Magnuson. That may be placed in the record and these 
other gentlemen who are more technically trained in this matter can 
place in the record any further justification of the amount which you 
are asking, showing how they arrive at that amount. 

Governor Hopers. Thank you, Mr. Chairman. 

(The information referred to follows :) 


(1952 U. 8. C., p. 6206) 


1855b. Assistance by Federal agencies ; scope of services; reimbursement; dispo- 
sition of moneys ; liability. 


In any major disaster, Federal agencies are authorized when directed by the 
President to provide assistance * * * (d) by performing on public or private 
lands protective and other work essential for the preservation of life and property, 
clearing debris and wreckage, making emergency repairs to and temporary 
replacements of public facilities of local governments damaged or destroyed in 
such major disaster. * * * 

(September 30, 1950 ; amended August 3, 1951.) 
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FEDERAL CIVIL DEFENSE ADMINISTRATION 
STATEMENT OF VAL PETERSON, ADMINISTRATOR 
GENERAL STATEMENT 


Senator Magnuson. Governor, we will be glad to hear from you. 

Mr. Pererson. Mr. Chairman and Senators, I am very grateful to 
you for your willingness to stay through part of your lunch hour to 
hearme. I will try to be as brief as possible. 

Before I get into the Civil Defense Budget, may I refer to the 
appearance here this morning by the Governor of the State of North 
Carolina. 

Among our other duties, by Executive order we administer for the 
President his emergency funds under Public Law 875, and we coordi- 
nate all of the efforts of the Federal Government in the relief of 
“major” natural disasters, such as floods, fires, earthquakes, tornadoes, 
and droughts. 

We requested this year, to replenish that fund which was badly 
punished during the last few months, the sum of $25 million. 

Senator Magnuson. How much was unobligated ¢ 

Mr. Prererson. At the time we requested it ? 

Senator Maanuson. Yes. 

Mr. Pererson. It is pretty difficult to answer the question. 

Senator Magnuson. You had some left? 

Mr. Pererson. Yes; but at the time we were asking for the money 
the California disaster was on, and we would not know until the books 
are closed. We probably had $2 million or $3 million on hand. 

Senator Magnuson. But there is not much left? 

Mr. Pererson. And there may not be much left of this $25 million 
after we pay the bills in Calofirnia, Oregon, New England, New York, 
North Carolina, and other places. 


MICHIGAN SITUATION 


Senator Porrer. You moved into the Michigan situation ? 

Mr. Prererson. We moved into Michigan the other day. We are 
moving into Alabama. We are moving into Idaho on a snow pack 
that may cause a tremendous disaster. We may be moving into Wyo- 
ming. We are moving all the time so that it is pretty difficult to say 
what is in this fund at any particular time. 

Senator Porrer. It might be interesting to note that just outside of 
Grand Rapids, where they had this last tornado in Michigan, the 
civil defense organization did a wonderful job and was highly com- 
mended by the newspapers and by civic organizations within the com- 
munity for the expedition with which they operated. It was a great 
tribute to local civil defense people. 

Mr. Prererson. I am happy to hear that, Senator. I have not seen 
that particular disaster at first hand. Usually I am on the ground, 
but I was not able to make it. 

__The only comments with reference to North Carolina are these: 
hey were badly punished. They experienced 1 forest fire and 3 
hurricanes in a very short period of time. I was over that area myself 
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and the statements that were made here by the Governor this morning 
are statements in which I generally concur. 

I do not know as to the soundness of the damage estimates, that is 
a very difficult thing to estimate. However, I know that North Caro- 
lina suffered very badly. 


ALLOCATIONS TO NORTH CAROLINA 


We have allocated so far to North Carolina, as a result of these 
hurricanes, $4 million during about the past year and a half. It is our 
purpose to allocate such additional moneys to North Carolina as we 
are able to find are justified, in terms of all of the provisions of the 
law, and, of course, we cannot operate in any other manner. The prob- 
lem is quite complex down there because it is difficult to know in the 
swamp area and the lowland area approaching the Atlantic seacoast, 
just exactly what the situation was previous to these hurricanes, with 
respect to clogging of channels, and what, in fact, resulted from the 
hurricanes. 


DRAINAGE PROBLEMS 


I do not care to discuss this any further than to just follow it up by 
reading one paragraph from this report which is admitted by the 
Governor of North Carolina, on the North Carolina hurricane project, 
which indicates the difficulty to which I allude: 

The problem of drainage was further complicated by the clogging of many 
channels and streams; even before the hurricane some streams had been choked 
by fallen trees or by silt from improperly managed fields. Drainage ditches, in 
many cases, were not able to carry off even normal runoff, because of clogging 
by excessive weed growth. The hurricanes accelerated the filling by blowing 
trees and brush into the natural drainage channels. 

In other words, this is a complex problem, but I can assure you, 
Mr. Chairman and gentlemen of the committee, that it is our purpose 
to do everything that we possibly can down there in keeping with our 
responsibility under the law. We are sympathetic and want to do the 
best job we can. 


INTERPRETATION OF BASIC AUTHORITY 


We have run into some problems in civil defense in making a deter- 
mination as to where a project should more properly be undertaken by 
authorization by the Congress, by the Corps of Engineers or by the 
Department of Agriculture, as opposed to our coming in on an emerg- 
ency basis. There again, however, I must say that it is our purpose 
to interpret the law as broadly as we can in the interests of saving 
human suffering and further loss to these people who have experienced 
these disasters. 

Senator Magnuson. Suppose we vote in the $5 million plus. Would 
you go ahead and administer it? 

Mr. Prererson. Whether you vote the $5 million plus or not, we wil! 
expend everything that we find is reasonable and proper and justified, 
in terms of the law. 

Senator Magnuson. But the $5 million plus would be dedicated to 
a certain purpose, directed to that certain purpose. 

Mr. Prrerson. I think that I do not care to press this point, because 
we are going to do everything that we can for North Carolina, but | 
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think it is apparent to you, Mr. Chairman and members of the com- 
mittee, that this is a somewhat questionable precedent, when a State 
comes on the floor of the Congress and seeks to have earmarked for it 
an appropriation for a specific amount of money to relieve a disaster 
when it is not done on the basis of a scrutiny of the situation and a 
reliable determination of the damages and the definite activity that 
is proper on the part of the Federal agency charged with the respon- 
sibility of making a determination of the action that is proper within 
the terms of the law. 

Senator Macnuson. You would rather have the $5 million-plus in 
the general appropriation and then you would probably suggest that 
you go down there and spend it anyway ¢ 

Mr. Peterson. I would suggest that, possibly, on close legal scrutiny, 
that would be the net result of the action, anyway. 

I would not care to press that. If I were placed in the position 
where I had to have advice, I would ask the Attorney General, but I 
trust that will not be necessary. As I say, it is our disposition to do 
everything we can for these people. 


EXPENDITURE OF APPROPRIATION 


Senator Magnuson. What this matter amounts to is that, if we put 
in the $5 million-plus, the way it is, it would be a directive for North 
Carolina, but, if we added $5 million-plus to your regular request, we 
would probably put in the report, “It is hoped that this money can 
be expended to relieve this situation in this area.” That is the way 
we work it. 

Mr. Pererson. I think that would be more orderly, because other- 
wise you might have all 48 States and the Territories attempting this 
same thing in an appropriation bill. I do not know that it would be 
novel in the history of the United States, or in legislative bodies, but it 
would be a departure from orderly procedure. 

However, I want to assure you that I have never worked with a 
finer gentleman in public life than Governor Luther Hodges and the 
people associated with him in North Carolina, and it is our intention 
to do everything we possibly can. 


APPEAL FROM HOUSE ACTION 


With respect to the regular appropriation for civil defense, we have 
submitted to you, Mr. Chairman, a letter. 

Senator Magnuson. We will put the letter in the record in full. 

(The letter referred to follows :) 


FEDERAL CIVIL DEFENSE ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Battle Creek, Mich., March 15, 1956. 
Hon. WARREN MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropria- 
tion Bill for 1957, United States Senate, Washington, D. C. 

Dear Mr. CHAIRMAN: Thank you for your letter of March 2, 1956. H. R. 9739 
as passed by the House of Representatives, would provide $86,100,000 for the 
Federal Civil Defense Administration for fiiscal year 1957. In this bill the FCDA 
request was reduced from $123,200,000 to $86,100,000. 
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OPERATION 


The operations appropriation was reduced from $21,700,000 to $15,560,000. 
This is the appropriation which provides funds for all of the FCDA staff and 
regular operating expenses, including warning, other emergency communications 
facilities, education, and for safeguarding emergency medical stocks. 

Our request for fiscal year 1957 was in response to a stimulus which recognized 
that the state of national civil-defense preparation needed immediate new 
strength. ‘The Congress had endorsed expansion for us in fiscal 1956; our 
program for fiscal year 1957 maintained the impetus thus gained and built upon 
it to increase the Nation’s civil readiness to resist attack and its crippling 
consequences. 

Under the House allowance this expansion in civil defense services dictated by 
the national safety cannot be possible. This point can be best illustrated by 
calling attention to the fact that it will require $14,018,000 in fiscal year 1957 to 
sustain, on a full-year basis, those programs which were inaugurated in fiseal 
year 1956 after passage of our supplemental appropriation. One million dollars 
is required to warehouse the $42 million in additional medical supplies allowed 
by the House. Thus $15,018,000 of the $15,560,000 allowed by the House will 
be needed only to carry out the fiscal year 1956 programs in fiscal year 1957. 
Additional program items regarded as indispensable to realize full benefits from 
the previous investment, and estimated to cost almost $6,200,000, will have to 
be eliminated from our plans if the House allowance is to stand. I believe that 
this will demonstrate that the impetus gained in fiscal vear 1956 will be dissipated. 

In terms of specifies, small staffing increases and associated travel funds, esti- 
mated at $870,000, will not be possible. These increases were designed to add 
depth to the professional nucleus authorized through fiscal year 1956. I am 
particularly concerned about this item, for I saw it as a most important contribu- 
tion to successful completion of our survival planning projects. 

The funds requested for communications facilities did not provide for any 
additional networks, but rather contained sufficient amounts for completion and 
full-vear operation of the circuits authorized previously. Certain technical 
modifications to the systems to make transmissions more dependable and faster 
were also budgeted at a cost of some $280,000. Under the House figure, these 
engineering changes will not be possible. 

Another item of importance was radio backup equipment for the wire net- 
works, estimated to cost $359,150. This project represented another step in 
constructing an emergency communications capability which could function 
under the most critical attack conditions. The House allowances will elimi- 
nate this project entirely. 

One of the most challenging responsibilities of FCDA has been to awaken 
the Nation to the possible consequences of a nuclear attack, so that a program 
of self-help at the grassroots would be organized and developed. 

Our education programs are the heart of civil defense. In these programs 
are contained the funds to inform the Nation of the nature of the threat, 
and to instruct and train the citizens of the country in counteracting and sur- 
viving the attack. Here are contained the funds to train the trainers who will 
provide an expanding group of organized civil defenders. The education serv- 
ices program was the outgrowth of a stimulus from the grassroots; that is to 
say that the people in towns, counties, and cities have expressed a desire 
to be informed, and FCDA in response to this gratifying expression of interest, 
is making this effort to bring the civil-defense message to the people. 

In fiscal year 1956 there has been a much greater demand for educational 
materials than we have been able to met with present funds. Our request for 
fiscal year 1957 had provided for expansion estimated to cost $2,900,000, which 
will not be possible under the House report. 

I should point out, I feel, that in dollars and cents alone, these projects cost 
us only a small fraction of the value received, for such things as air time, 
newspaper space, and billboard space are donated free by commercial concerns 
who are dedicated to civil defense. The only cost to us is that of preparing 
the material which is then placed in the channels of public information. It is 
just good commonsense to take advantage of this gracious offer on the part 
of the commercial channels of mass information where so much can be realized 
from the expenditure of so little. 

Our estimate contained $340,000 for a graduate course in civil defense to be 
given at the FCDA staff college at Battle Creek. This course would be longer 
and more comprehensive than any of the other offerings of the school. It 
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had the objective of developing a hard core of prvfessionally trained civil- 
defense leaders. The complexities of civil defense are such today that leader- 
ship cannot be obtained on a “catch as catch can” basis; it must be treated 
as a speciality unto itself. 

We think that by developing a nucleus of professional leaders, benefits such 
as (a) increased financial support within the States and cities, (b) capable 
assistance in devising training programs and practical courses, (c) stimulating 
interest in civil defense and (d) providing assistance in policy development to 
us in FCDA, can be obtained. 

A second item in which I have a deep interest is the Civil Defense Week 
scheduled for September 9 to 15, 1956, which is included in the estimate at about 
$387,000. Only through such a concentrated effort can the importance of 
civil defensé be brought with distinct impact before the American people. Many 
plans have already been drawn up for this undertaking and the cooperation and 
direct support of many groups have already been obtained. If we are to can- 
cel plans for this nationwide effort we should be guilty of not using to good ad- 
vantage the many friends of civil defense who have already contributed much 
time and interest, and whose resources greatly exceed those to be contributed 
by the Federal Government in this instance. These new projects under the 
education program will not be possible within the House allowance. 

The estimate for warehousing of emergency medical supplies was not only 
linked in with purchasing of additional materials to add to the stockpile, but 
also financed certain strategic relocations considered essential to safeguard 
the supplies. 

The cost of warehousing for the $64 million additional medical supplies and 
equipment was estimated at $1,600,000. The cost of strategic relocation was 
placed at $1,075,000. The reduction in the “Emergency supplies and equip- 
ment” appropriation from $64 million to $42 million reduced warehousing needs 
by only some $600,000, whereas if the House allowance is to stand, we shall 
have to reduce our warehousing program by $1,200,000. 

Other items of increase, detailed in our formal budget request, were estimated 
at about $600,000. These increases were directly related to the accelerated pro- 
gram plan, and cannot be financed under the House figure. 

For these reasons, and others which I shall give more fully when I appear 
before you, I am moved to ask that the estimate for our “Operations” appropri 
ation be restored to the full amount. 


EMERGENCY SUPPLIES AND EQUIPMENT 


The reduction of $22 million in “Emergency supplies and equipment” is a 34 
percent cut in our estimated requirements. In order to scale down the program 
to fit the House allowance, it will be necessary to reduce the estimate for backup 
supplies for care of casualties to a quantity sufficient for 500,000 additional casual- 
ties rather than an additional 1 million casualties in the original estimate. 
Further, the procurement program for emergency hospitals will need to be reduced 
from 1,000 additional hospitals to S00, 

The $64 million requested in this appropriation was only a modest advance in 
adding to the emergency stockpile. The medical procurement planned for fiseal 
year 1957 was based on the advice of the American Medical Association and the 
FCDA Medical Advisory Committee. Planning had included giving only minimum 
medical care during a civil-defense emergency. Procurement to date is deemed 
sufficient to care for 3,500,000 casualties on an austere basis in the first three 
post-attack weeks. This procurement is in no way adequate to provide ultimate 
care for a civil-defense emergency. Rather, it has been phased to compromise 
between the ability of the manufacturers to produce with no adverse effect on 
the market and our own capacity to absorb. A reduction of the magnitude 
envisoned by the House would materially retard additional procurement of 
emergency hospitals, basic medical supplies, blood, and shock therapy supplies 
and equipment. 


SURVEYS, PLANS, AND RESEARCH 


The committee allowance of $10 million from an estimate of $14,500,000 re- 
quested will require the survival-planning program to be reviewed and will require 
the postponement or elimination of certain research projects. It has not been 
possible within the time available for this review to identify specific items of 
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research which will have to be eliminated to adhere to the House allowance. 
However, we know that research in the following areas will have to be cur- 
tailed if the 31 percent reduction in this appropriation is allowed to stand: 
Internal warning systems 
Communications systems 
Automatic damage appraisal and analysis 
Radiological defense 
Radiation and other shelter 
Medical 
Control of fires 
The implications contained in the reduction in this area are grave. It is 
difficult to predict results of research projects but the investment is infinitesimal 
compared to the value of successful completion of even one of these projects. 



















SALARIES AND EXPENSES, CIVIL DEFENSE FUNCTIONS OF FEDERAL AGENCIES 


A reduction in this appropriation of $4,460,000 (or 74 percent) is a crippling 
blow to participation in civil-defense programs by other agencies of the Federal 
establishment. It is not sufficient to indicate to other Federal agencies that they 
should extend their normal programs to include civil-defense aspects. I have 
letters from each of the delegate agencies clearly stating their inability to absorb 
civil-defense functions in their normal 1957 budgets. 

FCDA has in the past requested cooperation from Federal agencies in the 
areas of their competence, and such cooperation has been tendered to the limit of 
their resources. However, their budgets have no provision for the extraordinary 
projects contemplated for true civil-defense preparedness. 

We would consider it wholly wasteful to have FCDA itself enter areas which 
are normally considered to be the business of other agencies of the Government. 
The projects requested, for example, of the Public Health Service are unique to 
that Service but are in no way contained in the Health, Education, and Welfare 
budget. The studies requested of the Departments of Interior, Labor, Justice, 
Agriculture and Commerce and the Housing and Home Finance Agency cannot 
be undertaken by those agencies unless adequate funds for the appropriation 
are forthcoming. Those agencies can use their personnel and facilities to ad- 
vantage in carrying out delegated activities ; but without congressional directives 
delegated agencies cannot divert funds which have been justified for normal 
activities. In conformance with the expressed wish of the Congress, all civil- 
defense requirements of the Federal structure are funneled through FCDA and 
it is unrealistic to expect other departments to sidetrack already justified projects 
in order to conduct projects requested by this agency. 




















GENERAL PROVISIONS 










In addition to forcing reductions in our financial plans, the House has im- 
posed a restriction on the appropriation to the effect that space under lease- 
construction arrangements may not be obtained. 

Under lease-construction, warehouses would be constructed by private con- 
tractors with firm leasing contracts guaranteed by FCDA for set time periods. 

FCDA has consistently faced a unique combination of factors in securing 
warehouse space: 

(a) Blast, thermal and fallout threat 

(b) Size and accessibility to critical target areas 

(c) Availability of existing Government-owned and other warehousing 
(d) Cost of new warehousing 

In order to plan storage locations for emergency medical stockpiles in keeping 
with these factors, it has been necessary to screen, and in many cases to re- 
screen, space brought to our attention. We are not satisfied that all possibilities, 
especially in the case of inactive military installations, have been completely 
explored. We are presently concentrating our efforts on working vigorously with 
the Department of Defense and the General Services Administration to uncover 
additional Government-owned installations and/or existing facilities available 
for leasing. We shall continue with this program until we are entirely satisfied 
that all suitable space has been investigated. 

We feel, however, that there may be areas of the Nation where space suitable 
for our purposes simply does not exist, keeping in mind that our primary responsi- 
bility must be the protection of the public investment already made in the stock- 
pile, and the national objectives which its acquisition is meant to satisfy, Should 
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it develop that space in proper relation to the areas of support cannot be found 
even after the most intensive search, we shall need authority to enter into lease- 
construction agreements for those areas which cannot be otherwise supported. 
The provision in the House bill would remove this alternative from the courses 
of action available to us, and would constitute a real impediment to our stock- 
pile program. 

The House is apparently concerned that we would choose lease-construction 
over other forms of space acquisition. I can give you my personal, and my 
agency’s guarantee, that this will not be done, all other factors being equal. And 
further, Mr. Chairman, I respectfully remind the committee that under the provi- 
sion of Public Law 155, 8: 2d Congress, all proposed space acquisitions, where the 
annual rental exceeds $25,000 must be submitted to the Senate Armed Services 
Committee for approval before final contracts can be signed. Through this 
additional opportunity to review our plans, whether they involve leasing of 
existing commercial or utilizing Government-owned space, or having new facil- 
ities constructed to our specifications, the proposals must be passed upon by the 
Congress in each specific instance. It would seem that this additional check 
would constitute sufficient insurance against ill-advised action on our part to 
make the restriction carried in the House bill an unnecessary precaution, and I 
respectfully ask that it be eliminated. 


NEWSPAPERS AND PERIODICALS 


The House imposed a restriction of $5,000 for the purchase of newspapers, peri- 
odicals, and teletype news services. The small but important increase of $5,000 
over fiscal year 1956 is required to enable FCDA better to keep its fingers on the 
press pulse of the Nation and so that our seven regions may benefit from fuller 
coverage of public affairs and natural disasters in their areas. 


SUMMARY 


FCDA is attempting to reach the American people, so as to call attention in 
palm and orderly fashion to the awful possibility of mass een and to 

attempt to minimize the effects of an attack on the people of this Nation. The 
modest request for fiscal year 1957 by this agency was but another step in this 
long road. 

I submit that the reductions contemplated by the House are a severe blow to 
the civil-defense program of the Nation, and should, without exception, be 
restored. I am enclosing my recommendations for changes in the bill as reported 
to the House. 

I am very grateful for your personal interest, Mr. Chairman, and I shall indeed 
welcome an opportunity to appear before your committee. 

Sincerely, 
VAL PETERSON. 


CHANGES RECOMMENDED TO H. R. 9739 


Page 6, line 12: After “exceed,” strike out “$5,000” and insert “$10,000.” 

Page 6, line 17: After ‘‘conclusive’; strike out “$15,560,000” and insert 
$21,700,000.” 

Page 7, line 8: After “shall prescribe,” strike out “$42,000,000” and insert 
“$64,000,000.” 

Page 7, line 15: After “(5 U. S. C. 55a)” strike out “$10,000,000” and insert 
“$14,500,000.” 

Page 7, line 24: After “thereto”, strike out “$1,540,000” and insert “6,000,000.” 

Strike out at page 7, beginning line 25 and following on page 8, lines 1, 2, 
3, and 4. 


HOUSE REDUCTION 


Mr. Pererson. This letter is an appeal from the action of the House. 
I will not take your time to go over that. 

I submit now for the record a statement which I have prepared 
for this morning. I shall not take your time to read that statement, 
if I may proc eed inform: uly for a few moments. 

Senator Maanuson. You were cut from $123,200,000 to $86,100,000. 

Mr. Prererson. Yes, sir. 
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Senator Maenuson. You are asking for the restoration of that 
amount ? 

Mr. Pererson. Yes, sir. 

I should like to make first just a very brief general statement. 

We have what I consider a very modest program in civil defense, 
in view of the conditions presently existing in the world, as witness 
the statement made yesterday by the leader of the Communist Party 
in Russia, made in London. 

This country, so far as I am able to determine, is in just as great 
jeopardy as it has yet experienced. I would say that this modest pro- 
gram of ours, if anything, needs to be stepped up, and the amount 
that we requested from the Congress I think is, as I say, a very 
modest sum of money. 

I think that we made a sound justification of it, before the House 
committee. I think that we need it in order to move forward in this 
area of civil defense. 

Mr. Chairman, if and when we get into the period of interconti- 
nental ballistic missiles, then we will arrive at a point in passive de- 
fense in the United States when our reliance will have to be more and 
more upon shelter, and it seems quite probable to me that, as a result 
of the survival studies which we are now undertaking in the great 
ee areas of the United States, we will be in a position to 
come before the Congress of the United States some time within the 
next year or 2 years, with a request that may amount to a considerable 
amount of money for the provision of shelter in the United States. 
And other activities in civil defense, in our judgment, will be neces- 
sary, if America is to survive. 

I actually believe that, if the Russians do a better job in passive 
defense, which includes civil defense, than we do, and apparently they 
are doing a better job in some respects today, that on the basis of their 
activities in passive defense alone, they may well win a war. 


RUSSIAN CIVIL DEFENSE PLANS 


What I have in mind very quickly is that, if they make an attack 
upon the United States,—and certainly we will not make an unpro- 
voked attack upon them—granted that they have an equality or rough 
equality with us in weapons and weapons carriers, then, having the 
advantage of surprise. it will be possible for them to evacuate their 
people into places of safety. They are now building such places 
around many of their big cities. They are creating caverns in the 
mountains surrounding cities where mountains are located. They 
are dispersing their industries into safer areas, and some of it is going 
underground. 

By their advantage of surprise, in selecting the day, and by repair- 
ing to these prepared positions in advance, when we go back to re- 
taliate we will not be Ms to wreak upon them the terrible casualties 
which they will be able to wreak upon the United States. 

We might find that our retaliatory capacity might not be able to 
inflict the chaos in Russia that they will be able to inflict upon us. 

That will come up at some other time. All that I will say this 
morning is that this presentation that we made to the Congress is 
orderly and modest and I should like to point out two or three areas 
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in which I think that it is absolutely imperative that there be a re- 


i storation of the money we have asked from the Congress. 
CUT IN FUNDS FOR OPERATIONS 
4 Senator Maanuson. Let us take them quickly here. What did they 
| cut you in operations? 
: Mr. Pererson. In “Operations,” we asked for $21,700,000 and the 


House allocated $15,560,000. 

Senator Magnuson. They say that that is an increase of $3,435,000 
over 1956, and a reduction of $6 million in the budget estimate. 

; Mr. Perrerson. That is correct; but, in our letter to you we point 
out that this, in effect, will merely permit us to continue at the basis 
under which we are presently operating. 

The reason for that is if you give us the $42 million that the House 
appropriated for emergency supplies, stockpiling of medical supplies, 
our warehousing costs alone will go up over $1 million. In other 
words, most of this $15,560,000 would be eaten up by salaries for exist- 
ing employees, by travel expense, by other fixed expenses, by ware- 
housing expenses, and we would have very little left in what we con- 
sider the all-important area of educating the American people. I 
should have added fixed communications costs to the other items that 
I have enumerated in the letter. 


| EXPENSE OF CUT 


This $15,560,000, instead of permitting us to expand and improve 
our program or broaden it, would require us to tighten our belts 
and continue to move along at the same rate as today, and I can 
assure you that for the moment, we are under criticism by a House 
committee for not having gotten more done in this field of civil de- 
fense. 

We are in a modest program now. 

Senator Porrer. What you have now is practically all funds for 
housekeeping expenditures, without the funds which should be the 
prime consideration of the agency in the field of education? 

Mr. Prrerson. That is right. In the field of education, we are 
thinking of training. Our education department includes our Public 
Affairs Department, our Publications Department, and our Training 
and Education Department, so that it is the department in which 
we hope to get the message to the American people and inform them 
and train them and instruct them in the things that are necessary to 
do to preserve their lives. 

_ We could go into this in considerable detail. This is all set forth 
in the budget, and I am certain that your staff is fully familiar with 
it. 

Senator Magnuson. Your letter sets it forth in detail. 

Mr. Pererson. Yes, sir. 

In view of the hour, I would not pursue it, unless you would care 
to question me. 


SURVIVAL PROGRAM 
Senator Magnuson. I remember that you asked for a certain amount 


for surveys and research. The committee allowed you $10 million 
instead of $14,500,000. That is under your survival program? 
















68 INDEPENDENT OFFICES APPROPRIATIONS, 1957 








Mr. Pererson. We should like to have that item restored. It 
finances surveys and research. We do not know exactly how much 
money this program is going to take. There are no precedents in this 
field anywhere in the world. ‘We are undertaking something that is 
entirely new. It has been enthusiastically received by the States and 
cities. They went into this activity because this will permit each of 
them to get a specifically tailored plan for their city, be it Seattle, 
Washington, or New York. 

In addition to that, in our analysis we hope to get from the results 
of these individual target cities studies the facts that will permit an 
orderly national program with price tags attached and to bring to the 
Congress requests for the money necessary for shelter on the one hand, 
and for other activities within civil defense that are necessary to pro- 
vide the soundest program that we can for the people of the United 
States. 

Senator Macnuson. These are all programs in cooperation with 
cities, States, and local governments? 

Mr. Peterson. That is correc t,sir. The local governments are actu- 
ally in charge of them. We offer advice and stand by their side, try 
to help them, and, of course, in discharging our responsibility to the 
Congress intend that the funds shall be used wisely. Contracts are 
made with the universities and other research organizations. We do 
not tell the city of New York in detail how to run the studies. 


MEDICAL SUPPLIES 








Senator Magnuson. The committee has received a letter from the 
American Medical Association, recommending consideration of your 
request for funds for medical activities and supplies. What comment 
do you have as to medical supplies? 

Mr. Pererson. This is at the insistence of the hospital association 
and our medical advisory committees. I want to say that this is an 
item where we could tailor this program accordingly, if anyone knew 
or could make any sort of judgment as to when a war may occur. 

We asked for $64 million. If we knew the war was coming within 
the year, we would probably ask at once for $415 million less $160 
million, which is $255 million. 

However, if the war, in fact, were to be delayed for a long period of 
years, then we could proceed in a more leisurely manner. 

We will have accumulated at the end of this year approximately 
$160 million worth of supplies. Except for emergency hospitals, that 
will be enough to take care of 3.5 million people for 3 weeks. The 
cities and States have some supplies of this nature in addition. 

We were very happy that the House gave the $17 million asked for 
under the Federal contributions program. We make, of course, no 


appeal there 
COMMUNICATIONS SYSTEM 


Senator Macnvson. Let me ask one question on your communica- 
tions system. Do you run them yourselves or do you run them in 
coope ration and contract form with the A. 'T. & T. and other eommu- 
nications people? 
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Mr. Pererson. We operate no communications ourselves. We make 
contracts with A. T. & T. 

Senator Maanuson. And with Western Union and with radio 
networks ? 

Mr. Peterson. I think we will need to get some more radio hooked 
up and we would sooner get it from the A. T. & T. if it is available 
for us. 

Senator Magnuson. You agree upon a plan and they put in the 
facilities to carry out that plan in case of emergency? Is that the 
way it works? 

Mr. Pererson. Yes; and they are very cooperative and are doing 
everything they can to improve their equipment to render the type 
of service that we would need in an emer gency. 


DELEGATED CIVIL DEFENSE FUNCTIONS 


There are present in this room representatives of our delegate 
agencies, and if I may expound on this, I would like to explain what 
we are trying to do. 

If you have time, you may want to hear from these people, and if 
not, 1 would ask the privilege that they submit something for the 
record. I have a great deal of feeling on this particular point. 


EXCERPT FROM HOUSE REPORT 


Under the law, we are enjoined in civil defense not to duplicate 
anything within the Federal Government. I think that is just com- 
monsense. I quote an excerpt from the House report on our bill 


in 1956: 


Excerpt From COMMITTEE PRINT, INDEPENDENT OFFICES APPROPRIATION BILt, 
1956 (S84tH Cona., Ist SEss.) 

The committee again calls attention to the report on the bill for the Depart- 
ments of Labor and Health, Education, and Welfare appropriations which stated 
requests by those departments for civil defense had been denied, and it was 
the committee’s firm belief a scattering of the basic authorities through the execu- 
tive branch and the piecemeal consideration by the legislative branch for these 
activities could result only in confusion and waste of public funds. For this 
same reason funds requested for defense planning activities by the Housing and 
Home Finance Agency have been denied. 


PROBLEMS POSED BY THERMONUCLEAR WAR 


Mr. Pererson. I also think that civil defense will never work until 
all elements of the Government at all levels of government, and private 
citizens in their business and in their homes, begin to think of the 
problems that will be posed by thermonuclear war and begin to in- 
corporate into their routine everyday activities the things that will 
be nee a y for survival in such a war. 

Now, I do not mean by that that a man spends all day thinking 
about civil defense. I mean that he gives consideration to it and runs 
his house and business and Government Department in such a w ay 
as to do the maximum job to meet this common threat to all of us in 
the United States and in the free world. 
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DELEGATION OF RESPONSIBILITIES 


We have instituted in the Government, under the authority of the 
law, a delegation program whereby we have delegated to some 7 depart- 
ments of the Government some 35 or 36 specific responsibilities. These 
are approved by the President and, when they bear his signature, 
they, in effect, become an order to these departments of the Govern- 
ment. 

Let me start with one here that comes to mind very readily. I could 
speak of all of them if it became necessary, but let us take the Depart- 
ment of Health, Education, and Welfare. 

A year ago the Department threw itself into this program very 
actively. I think it may have been due partly to the fact that Mrs. 
Hobby was at that time Secretary, and she had a military background. 

However, for whatever reason it was, the Department threw itself 
into this program vigorously. It is now in the program vigorously, 
but the Department has taken the attitude that it does not have funds 
in its regular appropriations to absorb expenditures of the type neces- 
sary under our delegation, so that this year the Department has asked 
—~ Congress, through us, for $3,490,000 to carry out its responsi- 

ilities. 

The Housing and Home Finance Agency asked for $600,000; the 
Department of Agriculture $540,000; the Department of Commerce, 
$700,000; the Department of Interior, $110,000; the Department of 
Justice, $100,000 ; and the Department of Labor, $460,000. 

This is a new program now in its second year, and these are modest 
requests. 

The House saw fit to give us the amount of $1,540,000. A year ago 
it did not give us anything. Your honorable body saw fit to restore 
the full amount and, in the conference, we came out with $1,540,000. 

Senator Maanuson. They give you the same amount this year, do 
they ? 


SOUNDNESS OF PROGRAM 


Mr. Pererson. Yes, sir. I want to say, Mr. Chairman, in all seri- 
ousness, and with all the enthusiasm I can muster—and I have spent 
my life in the last 3 years in this field and it is a very difficult and some- 
times a very frustrating activity—that this is as sound a program as 
I know of anywhere in the Government of the United States. If we 
in the United States are serious about this business of survival in the 
atomic age, the administration and all of us, drawing no lines now, 
then I say: Here is a modest program in which we ask for $6 million, 
all of which, in my judgment, we are entitled to. This is a very small 
item for the results that can be achieved. 

It isa small amount of money offering great dividends for the people 
of America. I should like to urge with all the energy at my command, 
that you restore this money to us, and fight for it in the conference, 
if that is not presumptuous on my part. 

Senator Magnuson. I think your problem is that the House thinks 
that these departments will do it themselves, except in 1 or 2 instances. 

For example, you have asked the Department of Labor to do certain 
things. It has been delegated to the Secretary. You ask them, for 
instance, to plan a program as to the utilization of the labor force, to 
do research, make surveys to plan a national program for technical 
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guidance. They estimate that that is going to cost them $460,000. 
They did not want to suggest that in their budget, but, if it is desirable, 
it should be done, and it does not make much difference who pays for 
it, it comes out of the same pocket. 


BUDGET PROCEDURE 


Senator Porrer. I do not know whether this was last year or the 
year before, but I recall that in 1 of the appropriation hearings with 
1 of the other agencies of the Government, there was an item for 
civil defense. As I recall, at that time we told them that that should 
be an item submitted through the Civil Defense Administration rather 
than through the regular agency budget, so that I think they are 
operating under a mandate of Congress, or at least a mandate of the 
Appropriations Committee. 

Senator Maanuson. The budget was set up that way and the 
House, in effect, says that they do not want it that way. 

Mr. Pererson. Senator Potter is absolutely correct. This matter 
has been kicked around a little. This is a new field and I suppose that 
it takes some time. 

At different times we have been told to have the agencies submit 
them separately. Then we have been told to consolidate them, and 
once or twice we have been caught in the middle. Now we are follow- 
ing the instruction of the Congress. 

Senator Porrer. It is the better way to do it, although it makes your 
items look large in comparison with the other items. It gives a 
rounded picture, and certainly, whatever agreement you have with 
the other agencies, you should have some authority, as far as the 
expenditures of the funds are concerned. 

Mr. Pererson. I think you are right, sir. This means that on one 
part of a page you can see what we are proposing to spend in this whole 
program, and the Congress, I think, can pass judgment on it more 
rapidly. 

Senator Magnuson. The agencies themselves can testify as to what 
it costs additionally to do this, assuming that the programs are justi- 
fied and we think they should go ahead. 

Let me ask you one question : I can understand how you are working 
with the Public Health Service and the Department of Health, Educa- 
tion, and Welfare, and the Department of the Interior. What does 
the Department of Justice have to do with this? 


PARTICIPATION OF DEPARTMENT OF JUSTICE 


Mr. Pererson. That is a good question. The Justice Department 
is responsible for planning civil-defense activities as they concern the 
prisons in the United States. I do not know how many scores of 
thousands of prisoners we have in these institutions, but we have 
charged justice with the responsibility of working out plans for the 
handling of these prisoners in the event of a war, and it requires some 
planning and thinking and action on their part. 

As I recall, we also have delegated to them the broad responsibility 
for this field, involving not only Federal prisoners, but prisoners gen- 
erally in the United States. 
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Senator Magnuson. That would probably be the Board of Prisons 
and Parole. It would be a small amount, would it not ? 
Mr. Pererson. May I read one sentence ? 


This delegation involves the furnishing of technical guidance and assistance 
to some 260 State penal institutions, and it is anticipated that Territorial insti- 
tutions and some 100 or more of the larger city and county institutions will be 
involved, as the program is developed. 

Senator Magnuson. It is only $100,000. I was curious about it. 

Mr. Prrerson. I can understand your curiosity. It seems odd but, 
because of that responsibility, which is theirs, it is in there. 


OTHER AGENCY RESPONSIBILITIES 


Senator Magnuson. The Housing and Home Finance, of course, 
would have a great responsibility in this. I suppose Interior's respon- 
sibility is the question of the reclamation and hydroelectric projects? 

Mr. Prrerson. We are asking them to take the complete responsi- 
bility in the power and fuel areas, working with public power and 
private power in the entire category. 

Senator Magnuson. Of course, the Public Health Service natu- 
rally would be involved. 

Mr. Prererson. Yes; Health, Education, and Welfare, because we 
expect them to help us work out plans for providing money for those 
who have lost everything, and some work in helping to feed people 
and that sort of thing. 

Every one of these | departments has shown the finest spirit of coop- 
eration with us. 

Senator Magnuson. Which is the biggest item you have ? 

Mr. Prererson. HEW is the biggest, with Commerce next. Com- 
merce has the all-important Weather Bureau, which is working very 
closely with us on fallout patterns. 

Senator Magnuson. The Department of Health, Education, and 
Welfare is $3,490,000. 

Mr. Prererson. Commerce is $700,000. 

Senator Porrrr. They would have the highways too, would they 
not ? 

Mr. Pererson. That is correct, sir. 

These delegations are all set out, Mr. Chairman, in the back of our 
budget. 

Senator Magnuson. This committee has a lot of departments ap- 
pearing here, and we cannot keep them all in the same room at the 
same time. We want to be sure that when Commerce comes up for 
its appropriations they have not included this work in their appro- 
priation. We sometimes find ourselves appropriating for two depart- 
ments for the same thing, unless we watch very carefully. 

Senator Porrer. I think it would be desirable if each of the agencies 
would submit a statement as to what they plan and how they plan 
to use this money, for the record. 

Senator Maenuson. In other words, they would say “We have an 
added chore to do, and are not being paid for it and it is not included 
in our budget. We hope to get paid by the Civil Defense, and this 
was the budgetary way to do it.” 

The House does not seem to feel that way. 
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Mr. Peterson. Last year when we finally got $1,500,000 we had to 
sit down and arbitrarily divide that among these people. I think one 
got $26,500, Housing and Home Finance. 

You cannot undertake much of a program with that. Agriculture 
did not get anything. However, they ‘said last year that they felt 
they co uld absorb the preliminary planning. This year they are 
asking for $540,000. 

Senator MaGNuson. They are having all kinds of troubles down 
there. 

Mr. Pererson. I have observed something to that effect in the 
press, sir. 

STOCKPILING SURPLUS FOODSTUFFS 


Senator Porrrer. Can you use surpluses ? 
Senator Macnuson. What have you done toward surpluses on the 
stockpiling for this ? 
Mr. Peterson. We have discussed that many times with Agriculture. 
In fact, for instance, up in Lake Erie they have positioned boats 
‘arrying stocks of wheat so that they could hurriedly be utilized in 
vase of attack. 
Senator Magnuson. I think that in any discussion of food surpluses 
in the United States you have to consider the question of stockpiling 
of some goods for emergencies. 


NATIONAL FOOD BANK 


Senator Porrer. Did you happen ever to think of having a national 
food bank under the administration of Civil Defense for use in 
emergency, whether it is a tornado or war or whatever it might be? 

Mr. Pererson. Yes. Senator Potter, I have discussed this problem 
as early as 2 years ago, or in the neighborhood of 2 years ago, with 
Secretary Benson, and also with the President’s Food Adviser. There 
was one “problem which we ran into, of course, immediately, and it 
did not take much examination to see that it was storage. 

Then, it is the shape in which you have this food processed, ready 
for storage. The President’s Food Adviser, who is in the food indus- 
try and very knowledgeable in this field thought that we should pack- 
age this food in the manner that the Army did the K-rations in the 
last war. That involves another tremendous expense. 

I would like to utilize these foods in bulk form as far as possible, 
because then there would not be any further governmental expense at 
the present time. 

NEED FOR FOOD IN CASE OF ATTACK 


I think, Mr. Chairman, that if the Russians attack this country, and 
hit—and I don’t want to be too exact—from 25 to 50 targets of cities, 
and 25 to 50 military targets—that it would not be many days until 
some of us would be eating parched corn and gruel that will be made 
out of the grains in bulk because we will soon be out of this business of 
going down to the supermarket and selecting these things in fancy 
packages, 

Senator Magnuson. It seems to me that we have had a lot of dis- 
cussions about surpluses, but we are always speaking of an economic 
surplus. That was part of the controversy in the farm fight. It seems 
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to me that we could well think about a plan where we would set aside 
some of our food, and that would not be considered at all in the eco- 
nomic sense as a surplus. It merely is there. 

Senator Porrer. We could take it out of the CCC and turn it over 
to you as a bank program. 

Senator Maenuson. You probably could afford to have a permanent 
storage for it because we have a billion bushels of wheat surplus and 
we use 500 million a year and there is always 250 million bushels 
floating around. It seems that we can take a fourth of that out and 
not consider this on the economic problem. It could be stored. 

I have explored this a little bit. I am no expert on it, but there are 
some modern means, which goes right back to your nuclear activity, 
that would keep this permanently. 

Mr. Pererson. Yes. 

Senator Maanuson. During this week, General Services Adminis- 
tration will be coming up here and the gentleman from Michigan and 
I will probably be giving them literally hundreds of millions of dollars 
to stockpile strategic materials, and rightly so; but we have left this 
food situation completely out of the picture. 

Mr. Prrerson. I think that you have put your finger on it, Senator. 

Senator Maenuson. If Agriculture has no money, let us give them 
some, and see if you can work out a plan or at least some suggestions, 
pease food is just as important as a stock of aluminum or a stock 
of guns. 

Senator Porrer. It is important where that food is located. Civil 
Defense can have it stored in places where it could be used much more 
readily than if it is stored with CCC. 

Mr. Pererson. There is a representative of the Agriculture De- 
partment here. 

Senator Magnuson. That might help some of our political 
problems. 

Mr. Pererson. I hesitate to enter a field in which certain people 
find the situation rather difficult at the moment, but, aside from the 
effect on the market place, it is my personal belief that a year’s supply 
of any kind of food or fiber is a good thing in any country. The 
qualifier is “aside from the effect on the market place.” 

I do not see how any country could be in trouble by having food- 
stuffs and fibers in storage, but I do not know how to figure out the 
economic problem. 

Senator Magnuson. You just take it out of the economy. 

Senator Porrer. It would not be on the market. 

Senator Magnuson. You are asking for money and getting money 
to stockpile and so is the General Services Administration, for the 
stockpiling of a lot of things which are in short supply. 

Here we have a surplus that we need and woul need, in the way 
of food. It seems that we could take it out of the economy. That 
might help solve a lot of our problems. 

Senator Porrer. I think there should be two sides to a food bank, 
a national, and an international bank, under the auspices of the United 
Nations, for major disaster areas. We could move our surpluses in 
no time. 


LETTER FROM AMERICAN MEDICAL ASSOCIATION 


Senator Magnuson. We will put in the record a letter from the 
American Medical Association on your emergency supplies. 
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(The letter referred to follows :) 


AMERICAN MEDICAL ASSOCIATION, 
Chicago, Ill., March 22, 1956. 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate, 
Washington, D. C. 


DEAR SENATOR HAYDEN: It is our understanding that your committee will soon 
have under consideration the appropriation request of the Federal Civil Defense 
Administration for the fiscal year 1957. It is respectfully requested that this 
statement, on behalf of the American Medical Association, be given serious 
consideration by your committee and that it be made a part of the record of 
those hearings. 

The American Medical Association is primarily interested in the amounts re- 
quested by the Federal Civil Defense Administration to finance its medical and 
health activities and responsibilities for the coming fiscal year. There is no 
necessity to attempt to point out in detail to the committee the grave medical 
problem which would confront us in the event of enemy attack upon our country 
through the employment of modern weapons and modern weapon carriers. I 
and confident the committee has full and complete knowledge with respect to 
the numerous and serious problems of civil defense. 

Urban vulnerability to thermonuclear attack makes it abundantly clear that 
casualties of staggering proportions could be inflicted upon our cities. Radio- 
active fallout and the use of biological or chemical agents are likewise poten- 
tial hazards which would increase the scope and gravity of the problem for the 
management and care of mass casualties. In nuclear and thermonuclear war- 
fare, the efficiency and skill with which we are able to receive, sort, treat, and 
rehabilitate the wounded may be the difference between survival or defeat. 

The recent floods and other disasters experienced in large areas of this coun- 
try have demonstrated the critical need for adequate medical preparedness in 
time of disaster or national emergency. These experiences were costly. They 
did show, however, that preplanned medical disaster programs could greatly re- 
duce the extent of death and permit the orderly and expeditious care of large 
numbers of casualties, 

Medical disaster preparedness is a continuing part of the civil-defense pro- 
gram. For many years, the American Medical Association has been actively 
concerned with the provision of medical care under disaster conditions, either 
manmade or through acts of God. We have attempted to engender interest and 
to educate our membership as to its responsibilities in this regard. Some 10 
years ago, the association created a committee which today, as its council on 
national defense, is directly concerned and active in this field. We have par- 
ticipated in and cooperated with Federal, State, and local governmental 
agencies, and others, in preparing and implementing plans for medical care in 
time of national emergency or natural disaster, 

These efforts, however, must be implemented by Federal leadership and finan- 
cial resources which are beyond the capacities of local governments or groups. 
Insufficient appropriations for medical civil-defense supplies and activities dis- 
courage participation by State and local governments as well as by individual 
physicians. Unless the medical profession has available the essential reserve 
emergency supplies and equipment necessary to assume the leadership responsi- 
bilities and participation expected of it, medical civil-defense planning is futile. 
If we hope to improve the chances of survival, minimize damage, and quickly 
rehabilitate, sufficient funds must be authorized for the stockpiling of medical 
supplies and equipment. 

For these reasons, the American Medical Association urgently recommends 
that the request for funds for the medical activities and responsibilities of the 
Federal Civil Defense Administration receive the sympathetic consideration of 
your committee. It will encourage the medical profession to renewed and 
sustained interest and will greatly promote the advantageous utilization of 
physicians in the event of disaster or war. 

Most sincerely, 


GeorGeE F.. LULL, M. D. 
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Senator Maenuson. I do not know of any further questions. You 
have covered the situation in your letter, which we have put in the 


record in full, and in your statement. 

If any of the other gentlemen wish to add anything to the record, 
we will keep it open. 

(Mr. Peterson’s prepared statement and pertinent correspondence 
follow :) 


STATEMENT BY VAL PETERSON IN DEFENSE OF FIscAL YEAR 1957 BUDGET 


















Mr. Chairman and members of the subcommittee, this morning I should like 
to discuss the changing problems of civil defense as I see them, and the ways 
in which we plan to deal with these problems in the future; for our future plans, 
at least in their immediate aspects, are spread before you in the budget request 
submitted by my agency. 

It seems logical to me that an enemy’s temptation to strike against the United 
States will shrink in proportion to the advance measures this Nation adopts to 
make such an attack unprofitable by dispersing its targets, and by protecting 
its people and its institutions during and after an attack. The existence of 
high-speed aircraft and high-yield weapons combine today to provide attack 
capabilities for which there is no perfect military defense. Some percentage 
of a determined aerial attack force would be very likely to pentrate our best 
protective screen, and a determined enemy might in time persuade himself 
that it would be worth the gamble if there were a chance to incapacitate us as 
a Nation. 

He might do this with full awareness that he would have to absorb a heavy 
retaliatory blow. He might gamble that after both blows we would be through 
as a fighting force or as a country willing and able to rebuild and rearm to fight 
again. It is this latter supposition to which the civil defense effort must be 
directed. We must convince an enemy that, if he does risk an attack, our vital 
targets will be so scattered or protected that any assault he could reasonably 
mount would not be enough to bring us to our knees. And I feel that civil de- 
fense preparedness is one of the surest, most convincing ways by which a poten- 
tial aggressor can be deterred. 

The President has most adequately expressed himself on this point, and I am 
pleased to quote his remarks: 

“There must be a knowledge on the part of the enemy that this Nation cannot 
be demoralized, that it cannot be panicked, that it cannot be thrown into a state 
of chaos by the kind of bombing that is possible under modern warfare conditions 
and the use of nuclear weapons. That will be one of the great pillars of strength 
for building a just and lasting peace in this world.” 

Nonmilitary defense or, stating it another way, nonmilitary preparedness to 
minimize the effects of attack, and to rebuild and rearm to fight again can come 
only from the combined and aggressive actions of our people. There simply is 
no alternative. 

We must devise ways to save the maximum number of people should an attack 
occur. Starting with the premise that those who aren’t there when the bomb 
explodes aren’t going to be killed by it, we believe the way to save the greatest 
possible number of people is through a combination of evacuation—both strategic 
and tactical—and shelter. We have proposed withdrawing people from the 
more densely populated areas of our target cities, if there is sufficient warning 
when an attack threatens, and making provision for adequate shelter and for 
protective cover from the fallout menace of surface bursts. Complementing this 
would be a massive support effort from unattacked areas of the Nation. 

I am trying to leave with you the thought that national defense today is truly 
a double-edged sword. It has the defensive edge of organized preparedness— 
both civil and military—as well as the offensive edge of military striking power 
At FCDA we are work ig to develop a civil defense program so eff>ctive, so 
clearly capable of protecting many millions of people in time of danger, that it 
will also help to convince a potential aggressor of the futility of attempting tv 
destroy our national strength. 

with this résumé of our philosophy as we look at national civil defense, ! 
will address myself to the events of the past which bear upon the plans of th: 
future as we in FCDA see them. 
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Events of the past year, coupled with expansion in civil defense technology, 
have necessitated a request for an expansion in the activities for which my 
agency has been made responsible by statute. The more outstanding events, 
without attempting to list them in the order of their occurrence or their impor- 
tance, are these: 

1. Disclosure of the deadliness and wide distribution of radioactive fallout 
from ground bursts of thermonuclear weapons. This extends the lethal poten- 
tialities of such weapons to points far beyond the cities and military installations 
that might be expected to be targets. 

2. Operation Cue, the Federal Civil Defense Administration test conducted 
with the Atomic Energy Commission and the Department of Defense in Nevada 
last spring, from which we obtained accurate knowledge of the effects of atomic 
bursts on hundreds of common products from canned foods to homes, and of 
techniques ranging from protection before an atomic explosion to rescue after- 
ward. 

3. Operation Alert 1955, in which we evaluated the efficiency of warning and 
emergency information systems, the operational readiness of State and local 
civil defense agencies, and the ability of some 30 key divisions of government 
to perform civil defense functions under attack conditions. 

t. The proclaimed success of Soviet H-bomb tests. 

5. Approval by the Congress to initiate the development of survival plans for 
critical metropolitan target zones. Funds for such surveys and plans were 
authorized in the supplemental appropriation bill, 1956. 

6. Announcement by the Soviet Union that it was making rapid progress to- 
ward creating an intercontinental ballistic missile capable of delivering a nuclear 
warhead. 

All of this information has made a significant contribution to our understand- 
ing of the necessary dimensions of a workable civil defense for the Nation. 

Parenthetically, many of our operational capabilities were given very effective 
tests in the later months of 1955 when civil defense was called to perform its 
alternate function of directing and coordinating Federal assistance in natural 
disasters. 

Certain of the developments in 1955, notably the full disclosure of the fallout 
threat, have added complications to the work of creating an effective civil de- 
fense, and we may assume that other developments will add still more complica- 
tions in the future. 

This isn’t surprising, because nuclear weapons and their effects are themselves 
exceedingly complex, and they seem to become more so almost yearly. There 
still is much that we do not know or understand about them as is witnessed by 
the fact that further exploratory tests of these devices have been scheduled this 
spring in the Pacific. 

And now, Mr. Chairman, I would like to turn to the specific relationship 
between our military and our civil defenses. We have invariable secured from 
the military outstanding cooperation in devising ways and means of integrating 
military defense with civil defense systems. I can point with a good deal of 
pride to the way that the military early-warning communications have been 
linked into our own FCDA communications systems so that today a warning re- 
ceived at any point within the continental air defense system is practically 
instantaneously conveyed to civil defense key warning points throughout the 
Nation and to national civil defense authorities. 

There is an understandable tendency on the part of many of our citizens to 
assume that their personal defense is the total, and even perhaps, the sole 
responsibility of the military forces which have kept the enemy from our shores 
for almost a century and a half. The most challenging concept which we in 
FCDA have had to face is to impress upon the people of this Nation, and to in- 
still into the very foundation of their thoughts, that the more indiscriminate the 
weapons of modern warfare become in their ability to destroy and vaporize 
everything in an ever-widening circle, the more acutely personal they become 
to every individual in the Nation. For the military defenses against these 
Weapons are not enough, if they are not supplemented by consciousness and 
awareness on the part of every citizen, every member of every family, as to what 
will be required of him if the Nation is to survive in this nuclear age. 

We have attempted to rise to this challenge. Our method is an educational 
campaign, imaginatively conceived and massively conducted. It is no exaggera- 
tion to say that we need the greatest continuous mass educational campaign 
ever undertaken in this Nation. 
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Every individual we can reach, by whatever method we can use, must be 
taught the necessary facts of the nuclear age, and must be taugat specifically 
and exactly how to live if confronted with a nuclear war. It is a tremendous 
undertaking, to reach citizens so effectively that all of them will realize that in 
preparing for civil defense they are making a major contribution toward the 
achievement of a lasting peace. 

To try to attain this at the earliest possible date, we need substantially in- 
creased funds for education services. I cannot emphasize strongly enough, 
Mr. Chairman, that it is essential that we achieve not only the most complete 
understanding possible, but that areas of possible misunderstanding be erased. 
And we must increase and maintain public acceptance of civil defense through 
the ups and downs of international relations in the years ahead. 

The Nation’s manpower, that is, its human resource, is its greatest strength. 
To reach this resource, we need many approaches so that no single element of 
our society can reasonably be considered uninformed. 

This is an immense task. However, I feel that an investment directed along 
these lines will produce conclusive results in, first of all, informing the Nation 
as to what the nature of threat is in actuality, what its consequences might be, 
and, of equal or possibly greater importance, telling the Nation how best to protect 
itself from the danger. 

The people need to be informed as to how they can help themselves, for, obvi- 
ously, even the most well-organized civil-defense forces cannot do all that will 
need to be done after a nuclear attack. 

And so we are striving to point out to our Nation that our citizens’ first respon- 
sibility is to develop self-help measures and, next, to provide assistance and 
mutual aid to others in greater distress. 

What we are dealing with is simply a need to inform the Nation and to con- 
tinue to develop and distribute the techniques and equipment by which national 
survival can be assured. 

All these things cannot be conjured up out of thin air in an hour of need; they 
must be prepared in advance. Furthermore, they must be continually changed 
and modified as new weapons are developed, and our thinking and planning must 
anticipate such developments. For example, when the intercontinental ballistic 
missile materializes in the hands of a potential aggressor, it will certainly require 
additional changes in civil-defense measures and techniques. However, this 
ICBM, as it is called, does not yet exist, so for the present, and an unknown 
number of years ahead, we must go right on perfecting defenses against the 
weapons that most certainly do exist while constantly planning for those that 
may come into being. 

We can never afford to ignore the possibilities of the ICBM. Substantial 
provision has been made in our request for surveys, plans, and research, to pro- 
vide the most intensive inquiry into the problems posed by this weapon on which 
a good deal of attention is being concentrated. We must be in a position to deal 
with this or any other new threat which appears in this period of unbelievably 
swift weapons development. 

There also are two other areas in which we are deeply concerned, both having 
to do with harnessing physical resources for use under emergency conditions. 

At the earliest possible date, we need to provide 1,000 additional emergency 
hospitals. The need for this equipment was clearly shown in our evaluation 
of Operation Alert 1955. Not only did this exercise show the elementary fact 
that we would have great numbers of casualties in any atomic war, but that the 
numbers requiring treatment would be far beyond available hospital capacity. 
Our appropriation request before you today reflects this need. 

We are also proposing an accelerated stockpiling of other essential materials, 
outside potential target complexes. These materials are kept ready for imme- 
diate use. 

We also need to step up the contributions program under which we assist the 
States to improve their facilities and equipment for dealing with emergency 
conditions. 

We find it essential to expand this program to meet critical needs in the 
States for communications control centers and other related facilities. 

This is a fundamental part of what President Eisenhower referred to in his 
state of the Union message to the Congress when he said, ““‘We must strengthen 
Federal assistance to the States and cities in devising the most effective common 
defense.” 

On August 4, 1955, the Congress provided funds to begin detailed survival 
planning studies of our critical metropolitan zones, Further support came early 
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this year when a committee of distinguished Americans, completing a review of 
our nonmilitary defenses for the Department of Defense, the Office of Defense 
Mobilization, and the FCDA, said in its report: 

“The solution would appear to be in a sensible combination of both evacuation 
and shelter measures, with the need for both moderated by a gradual reduction 
in urban vulnerability.” 

Responsibility for the latter program was delegated to FCDA by ODM on 
January 11, 1956, and therefore is not reflected in this budget and necessarily will 
require later consideration. 

Standards for the survival planning studies have been developed, specifying 
the information we must have about each target zone in order to produce and 
thoroughly test a plan of action. The plans will vary because the pertinent 
physical facts of most cities are different. 

Contracts have already been signed for many major metropolitan areas, and 
other are in various degrees of development. This work is being speeded up 
constantly, and we are asking additional funds for next year in order to get the 
maximum amount of essential work done in the shortest possible time. 

Numerous evacuation tests of varying magnitude were held throughout last 
year and evaluation of these has proved the value of this measure in reducing 
casualties. 

In support of the survival planning studies, we have arranged with the Bureau 
of Census to study methods of estimating population distribution by day and by 
night in target cities. At our request, the United States Weather Bureau for 
6 months has been conducting continuing upper-air wind studies designed to 
improve fallout predictions. 

Population studies will give us the scope of our evacuation problem, no matter 
what time an attack might come, and the falout studies are extremely useful in 
indicating those areas where people and supplies are most likely to be immobilized 
until the radioactivity decays. 

All these things I have mentioned this morning are designed to give this 
Nation a modern civil-defense program within our continental boundaries and 
within our Territories and possessions. This is the program for which I appeal 
to you today. 

Neither you nor I can be held responsible for the swift development of weapon 
technology but together we are responsible for the safety and security of our 
people in their homes and schools and jobs. If atomic disaster comes there will 
be only two kinds of people left in America; those who need help and those who 
can help—if they know how. 

My aim is to see that there are as few of the former group as warning time 
and protective measures will permit ; and as many of the latter as time, resources, 
and civil defense training will allow. 

The FCDA budget before you contemplates a reasonable program. It en- 
courages realistic preparedness by State and local ciiv] defense organizations, 
dictated by the grim necessities of the hour and the growing power of nuclear 
weapons. 

I should like at this point to address myself specifically to the amounts allowed 
by the House of Representatives. As you are aware, the House recommended 
$16,560,000 for our “Operations” appropriation. 

Our request was presented in the amount of $21,700,000. This appropriation 
is the heart of Federal civil defense, for it finances not only attack warning and 
emergency operating communications, but also all FCDA personnel, warehousing 
costs for safeguarding the emergency stockpiles, and the educational effort to 
win and maintain the public support without which there is no civil defense. 

My letter of appeal addressed to this committee sets forth in detail the effects 
of the House mark on the work of this agency. I stand ready to elaborate in as 
much detail as you require. I take the opportunity now, however, to reempha- 
size my personal conviction that the reductions imposed by the House will have 
a severe effect upon the growth of the Nation’s civil defense. For, as I at- 
tempted to show in my letter, the amount allowed by the House will do little 
more than pay our “going” costs and finance a curtailed warehousing program. 

Under the House allowance of $10 million, our survival planning and research 
programs will have to be reappraised. At this time I can state definitely that 
certain necessary research contracts cannot be financed. Our research program 
for fiscal year 1957 had been designed to give us greater understanding of new 
weapons effects and ways of combating them. We also expected to have devel- 
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oped from these contracts a system of bomb damage assessment and new data 
on nuclear radiation effects and improved measures to monitor fallout. If the 
House figure is not augmented, these research efforts will not be possible to the 
degree that we consider critical at this time. 

The reduction of $22 million in our request for the emergency stockpile will 
slow down the rate at which emergency supplies can be accumulated. We al- 
ready know that our medical stockpile is far too low in terms of modern weapons 
capabilities. 

Now I should like to discuss with you what we call our delegations program, 
The Civil Defense Act of 1950 authorizes the Federal Civil Defense Adminis- 
trator to delegate responsibilities to the departments and agencies of the Fed- 
eral Government. The same law admonishes the Administrator to refrain from 
engaging in any form of activity which would duplicate or parallel that of any 
other department or agency. 

It is apparent to me that attempts to use the resources of the Federal Govern- 
ment for civil defense purposes by means of loose agreements unsupported by 
enabling appropriations, are not effective. With this in mind, an estimate of 
$6 million for fiscal year 1957 was presented to the Congress to finance civil 
defense programs in other agencies. 

This portion of the budget represents our efforts to build civil defense into 
the structure of Government as provided by our basic legislation. Instead of 
attempting to build a costly standby Federal establishment spec'fically for civil 
defense, our purpose is to take advantage of the competence of existing depart- 
ments and agencies. We seek to utilize their technical know-how, their long- 
established channels of communication, their well-defined areas of responsibility, 
their invaluable experience at their own jobs and their skilled personnel in 
carrying out the broad civil defense mission. 

I thought the original estimate of $6 million represented a sound start on the 
road to marshaling the vast resources at our disposal. The House figure of 
$1,540,000 will allow us barely to scratch the surface, and the tremendous oppor- 
tunities to exploit this resource will be lost. 

This concludes my formal statement. I shall be pleased to discuss this 
budget request in as much detail as you require. 


STATEMENTS FROM AGENCIES ON DELEGATED FUNCTIONS 


HovusiInG AND HOME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR 
Washington 25, D. C., March 20, 1956. 
Hon. VAL PETERSON, 
Administrator Federal Civil Defense Administration, 
Battle Creek Mich. 

DEAR GOVERNOR PETERSON: I assume that, if the recent action of the House 
stands with respect to the FCDA budget request for civil defense functions of 
Federal agencies, the Housing and Home Finance Agency would be allocated 
approximately the same amount it is receiving for the current year. As you 
recognized in your letter to me of August 26, 1955, that amount—$25,000 of the 
$100,000 originally requested—enables us to do no more this fiscal year than, 
in effect, plan our 1957 program. 

Should the House action prevail, I think we should reexamine carefully our 
responsibilities under FCDA delegation No. 2. The planning we have done to date 
is directed toward the initiation of specific projects and the undertaking of 
other programed activities in Washington and our regional offices which will 
assist States and localities in increasing their capabilities to meet a civil defense 
emergency. These activities—which are separate and apart from our regularly 
budgeted programs—would be carried out through additions to our staffs or 
through contracts and working agreements. Obviously it would be idle to pre- 
tend that any substantial portion of these delegated civil defense functions could 
be initiated in fiscal year 1957 if the agency is obliged to operate within the limits 
of its present allocation. 

Therefore, in any reexamination of this Agency’s civil defense responsibilities 
we should probably wish to propose a revision of the present delegation so that 
the dimensions of the assignment we agree to accept correspond realistically to 
our performance capability, as measured in terms of the funds that can be made 
available to us. This would probably mean that we would undertake to provide 
some form of limited program and technical liaison to the Federal Civil Defense 
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Administration. If obliged to operate within a budget of $25,000 we would 
certainly not undertake to initiate any extensive project activity as is proposed in 
our 1957 budget program. 

In all candor it seems to me that if this delegation is continued as now written 
and present budget limitations prevail, both our agencies would be doing a dis- 
service to the public. We would in effect be creating the illusion that the Federal 
Government had made provision for adequate coverage in this vital area of 
civil-defense readiness planning when quite the contrary would be the case. 

Sincerely yours, 
Au CoLe, Administrator. 


STATEMENT OF THE DEPARTMENT OF AGRICULTURE WITH RESPECT TO THE NEED FOR 
ADDITIONAL FUNDS FOR CARRYING OuT DELEGATED CIVIL DEFENSE RESPONSI- 
BILITIES 


FCDA Delegation No. 2, approved September 8, 1954, assigns responsibilities 
to the Secretary of Agriculture in three fields of activity. These three fields 
or programs involve (1) protection of crops and livestock against biological or 
chemical warfare, (2) the civil defense food program, and (38) control of rural 
fires resulting from enemy action. 

In the Department each phase of the civil-defense program has been assigned 
to agencies doing somewhat related work, in order to insure effective coordination 
and to take advantage of the knowledge and skills already available. 

Primary responsibility for protection from bacteriological and chemical war- 
fare against animals and crops is now assigned to the Agricultural Research 
Service, food planning to the Agricultural Marketing Service, and control of 
fires in rural areas to the Forest Service. 

The Agricultural Marketing Service carries on its food work in close coopera- 
tion with the Commodity Stabilization Service, which has many related respon- 
sibilities in the food field. Similarly the Extension Service has a part with the 
Forest Service in the fire-suppression field. 

By taking advantage of the specialized skills of Department personnel in the 
manner indicated above, we are going as far as practical in absorbing into the 
regular activities of the Department the planning work without the necessity 
for additional appropriated funds. 

We have felt it desirable to proceed on this basis until the full scope of the 
task to be accomplished became clearer and a better estimate of the total work- 
load could be made. Thus, during fiscal year 1955 and the present fiscal year 
these activities have been carried out by existing staff with funds otherwise 
available to the Department. 

As we moved into the present fiscal year it became apparent that the civil- 
defense work could not be effectively carried to completion without additional 
funds. While a portion of the work can be absorbed and carried out by person- 
nel with other regular assignments we are convinced that the work which needs 
to be done both in Washington and the field can be carried forward effectively 
only if additional personnel can be assigned full time to coordinate the work 
and to carry out those activities which are above and beyond the scope of regu- 
lar continuing activities and which cannot be absorbed without undue curtail- 
ment of regular activities. Accordingly, the 1957 budget estimates for the 
Federal Civil Defense Administration, as a part of the increase requested, 
under the item “Salaries and expenses, civil-defense functions of Federal agen- 


cies,” included $540,000 for the Department of Agriculture for the following 
purposes: 


Protection of livestock and crops against enemy attack________ ___. $115, 000 
ood planning for defense-emergency conditions 225, 000 
poe: de eee eee eee _ 200, 000 


The nature of the assigned responsibilities in each of these areas of civil de- 


fense and the effect of the failure to make provision for carrying them out are 
as follows: 


PROTECTION OF LIVESTOCK AND CROPS AGAINST ENEMY ATTACK 


The carrying out of this objective requires the development, by the Agricul- 
tural Research Service, of plans needed for protecting the crops and animals of 
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this country from foreign pests and diseases which may be intentionally intro- 
duced by enemy action or the abnormal spread of pests or diseases now present. 

Current activities are geared to combating the normal spread of pests and dis- 
eases now present and to preventing the introduction, through normal channels, 
of those of foreign origin. Funds are not available for the planning needed to 
combat such introductions or spreads as might be effected by enemy action and 
subversive means. 

The disallowance of necessary funds for the work would prevent the planning 
necessary to develop information on diseases and pests in foreign countries 
which might be introduced into the United States. It would preclude the 
contemplated training of personnel in necessary protective measures and the 
development of plans with States and other cooperators on the responsibilities 
each would assume in the case of an emergency. It would also prevent the 
intended development of information on the potential effects of radioactive 
fallout and of plans for protecting crops, livestock, water, and foods and feeds for 
human and animal consumption against the hazards of atomic warfare. 


FOOD PLANNING FOR DEFENSE EMERGENCY CONDITIONS 


The Agricultural Marketing Service and the Commodity Stabilization Service 
have integrated their delegated functions with their regular continuing func- 
tions and have carried them on to the greatest extent possible with their regular 
personnel. However, the overall coordination, direction, and planning needed 
for an effective program cannot be given the attention it warrants without 
additional funds. 

If the additional funds requested are not provided it would be necessary for 
the Agricultural Marketing Service to: 

1. Abandon its proposed planning for the operation of a food distribution 
program under civil defense emergency conditions which included giving 
technical guidance and assistance to States in their development of plans to 
gear in with national plans, and advising State organizations in the han- 
dling of emergency food supply problems and interpreting to States, national 
plans which have been developed. The proper functioning of the economy 
in the event of attack will depend upon the degree of cordination between the 
various State, local, and national programs. Although the AMS is regu- 
larly responsible for work with State agencies in connection with current 
food distribution programs, these contacts and plans constitute additional 
workload which must be carried out with State civil-defense organizations 
rather than with the usual State contacts. 

2. Abandon the plan for developing information on household and retail 
food stocks for civil-defense emergencies. Overall estimates of food supplies 
would have to be based on such information as could be made available 
through regular programs. It would not include, however, an important 
segment of the total food supplies which is found in homes, including home 
freezers, and in retail stores. 

3. Seriously impair the integration and coordination necessary to the effec- 
tive discharge of the responsibilities delegated to the Department by the 
Federal Civil Defense Administration. 

It would be necessary for the Commodity Stabilization Service to: 

1. Abandon its plans to develop details for directing distribution of CCC 
supplies and procuring other emergency food supplies to take care of re- 
quirements in attacked and support areas. 

2. Abandon its proposed planning for use of alternate processing and food 
distribution facilities in case of attack. 


FIRE CONTROL IN RURAL AREAS 


The delegated responsibility in this particular field calls for development, by 
the Forest Service, of an integrated rural fire defense plan and action program 
covering all the nonurban private and publicly owned lands in the United States 
and its Territories. By far the greater portion of this area is currently under 
no form of organized fire protection and is beyond the scope of present programs. 
The protected areas under peacetime conditions are the responsibility of many 
individual Federal, State, local, and private protection units. Each of these has 
indivdually arrived-at objectives of fire protection and individually conceived 
organization approaches to the problem. Also under peacetime conditions, the 
fire problem is characterized by widely separated incidents both as to time and as 
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to location, Under the basic assumptions coincident with enemy attack all of the 
fire protection potential of governmental and private units must be organized 
into a single unit with common objectives and under unified managerial control. 
The complexities of organizing and guiding these many units require constant 
technique guidance and liaison at State level. Many thousands of individuals 
must contribute time to this job from their regular duties. State level leadership 
supplied by full-time program specialists is essential to effective utilization of 
this contribution of effort and a key to development of a rural fire defense action 
plan adequate to the needs of the Nation. It would not be possible to carry on 
this work effectively without the provision of the required additional financing. 

As indicated above, the Department is carrying out its responsibilities under 
FCDA delegation No. 2 on a limited basis to the extent the work can be absorbed 
within available funds. In the request for the additional funds, it was contem- 
plated that the work would continue to be absorbed within available funds to the 
extent feasible and that the additional funds would be used to provide necessary 
coordination, to carry out the planning activities which are over and above 
regular activities, and to develop an effective civil-defense program without the 
need for curtailment of regular activities of the Department. 

Therefore, the Department strongly urges restoration of the amount proposed 
in the budget estimate. 


SECRETARY OF COMMERCE, 
Washington, D. C., April 26, 1956. 
Hon, WARREN G. MAGNUSON, 
Chairman, Independent Offices Subcommittee, Senate Appropriations Com- 
mittee, United States Senate, Washington, D. C. 


DEAR SENATOR MaGnuson: This letter is in response to your request during 
hearings with Governor Peterson concerning Department of Commerce activities 
under delegations from the Federal Civil Defense Administration. 

The specific responsibilities delegated to me by the Federal Civil Defense 
Administrator are as follows: 

“Under delegation No. 2 of September 8, 1954— 

“1. Provide advice and guidance to State highway departments in the designa- 
tion of State civil defense emergency highway routes; 

“2. Coordinate interstate and State designated civil defense highway systems 
to assure uniformity of designation for civil defense emergency purposes; 

“3. Plan a national program, develop technical guidance for States, and 
direct Federal activities concerning emergency clearance and restoration of 
highways, streets, and bridges in damaged areas; 

“4. Provide technical guidance to States concerning highway traffic control 
problems which may be created during a civil-defense emergency ; and 

“}. Provide data and assist the States in conducting analyses of potential 
target and support areas for the purpose of providing basic statistics and maps 
essential to the completion of Federal, State, and local civil-defense operating 
plans. 

“Under delegation No. 3 of August 13, 1955— 

“1. Determine and evaluate, with the cooperation of the States, counties, and 
cities, and assist in the planning of the needs for highway improvements to meet 
civil-defense requirements ; 

“2. Prepare analysis of past data, conduct research, and develop techniques 
= capabilities leading to improved forecasts of radiological fallout patterns; 
anc 

“3. Prepare and issue currently, as well as in an emergency, forecasts, and 
estimates of areas likely to be covered by fallout as a result of enemy attack. 
Such information is to be made available to Federal, State and local civil- 
defense authorities for public information.” 

I have in turn directed the Bureau of Public Roads to perform the functions 
described in points 1 through 4 of delegation No. 2 and point 1 of delegation No. 
3; the Office of Area Development of the Business and Defense Services Admin- 
istration to perform the functions described in point 5 of Delegation No. 2; and 
the Weather Bureau to perform the functions described in points 2 and 3 of 
delegation No. 3. 

As you know the act establishing the Federal Civil Defense Administration 
directs the Administrator to use facilities of existing Government agencies 
Wherever possible rather than establish duplicate facilities. In view of this 
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directive the Administrator has delegated responsibility to the Department of 
Commerce for highway planning and programing, weather research and analysis, 
and the collection and processing of data concerning population statistics. 

It should be noted that in preparing the 1957 budget these delegations were 
considered and it was determined that financi::g should be through civil-defense 
appropriations, therefore no funds were included in the Commerce budget for 
these activities. 

The report of the House committee suggested that the several departments 
should finance these activities within their own appropriations. This proposal 
could only be accomplished by curtailment or a!handonment of regular Commerce 
activities which for many years have been submitted to and authorized by the 
Appropriations Committees of the Congress. 

The House allowance would restrict Commerce activities in this vital area to 
the level approved for fiscal year 1956 and would not provide the expansion 
necessary to assist the Federal Civil Defense Administration in the development 
of a national civil-defense program. 

I respectfully urge your subcommittee to support the request for these funds 
and shall be happy to furnish any additional information you may desire. 

Sincerely yours, 
Srnciarr WEEKS, 
Secretary of Commerce. 


THE SECRETARY OF HEALTH, EDUCATION, AND WELFARE, 
Washington, April 25, 1956. 
Senator WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent Offices, Senate Committee on 
Appropriations, Senate Office Building, Washington, D. C. 

DEAR SENATOR MAGNUSON: As requested by you, this letter sets forth the need 
of this Department to receive by transfer from the Federal Civil Defense Admin- 
istration $3,490,000 in the fiscal year 1957 in order to further develop assignments 
of civil-defense responsibility under FCDA delegation No. 1, pursuant to section 
201 (b) of Public Law 920. 

Under instructions from the Bureau of the Budget, and in accord with what we 
understand to be the congressional intent, we have carefully excluded from our 
regular departmental estimates for the 1957 fiscal year all items related to func- 
tions delegated by the Federal Civil Defense Administration to this Department, 
except for the part-time supervisory and consultative services of a number of top 
administrative and technical personnel whose main function is to conduct the 
regular programs of the Department. Therefore, the Department of Health, 
Education, and Welfare would not be in position to perform the substantive 
FCDA programs which have been delegated to us without an accompanying 
transfer of funds. 

The civil-defense work of this Department is performed by four of our operat- 
ing agencies; namely, the Public Health Service, Food and Drug Administration, 
Social Security Administration, and Office of Education. We are utilizing pro- 
fessional skills and technical competence for planning, research, and training 
already available in these agencies. To abandon or curtail this “built in” con- 
cept could only result in costly duplication elsewhere. Of equal importance is 
the opportunity, through the delegations, to utilize the skills and resources of 
technical and professional counterparts in health, welfare, education, and food 
and drug administration in all the States and localities. This Federal-State- 
local structure is the result of many years of experience and teamwork in the 
regular programs of the Department. Promising results are already evident in 
our civil-defense work with the States and municipalities, and this beginning can 
he extended only through continuing our “built in” approach under the delegations 
program. 

In addition to our work with the States, the Public Health Service and the Food 
and Drug Administration are conducting important civil defense research pro- 
grams which must go forward, and the Public Health Service is engaged in a 
substantial buildup of recruitment and training of commissioned members of the 
Public Helath Reserve Corps in order to have in being a mobile force available 
for rapid deployment to presserve the public health in event of attack upon the 
continental United States. 

The amount budgeted for delegated functions is small in relation to the total 
civil-defense mission. However, this small investment will, in our judgment, re- 
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sult in unusually effective use of existing resources and structure for civil-defense 
purposes, particularly because of our long-established program relationships 
with the health and welfare organizations of State governments. 
Sincerely, 
(Signed) M. B. Forisom, 
Secretary. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 26, 1956. 
Mr. L. BERWYN ULLSTROM, 
Executive Secretary, Civil Defense Coordinating Board, 
Federal Civil Defence Administration, Washington, D. C. 

My Dear Mr. ULLSTROM: In response to your request, there is attached in 
duplicate, a statement in support of the fund requirements for fiscal year 1957 
for the Department of the Interior in carrying out its responsibilities in the fuels 
and power areas under FCDA delegation Nos. 3 and 4. 

We shall be pleased to furnished any additional information which may be of 
assistance to you in support of the appropriation estimates for fiscal year 1957. 

Sincerely yours, 
D. Oris BEASLEY, 
Administrative Assistant Secretary of the Interior. 


STATEMENT BY THE DEPARTMENT OF THE INTERIOR BEFORE THE SENATE COMMITTEE 
ON APPROPRIATIONS 


Mr. Chairman and members of the committee, there is included in the fiscal 
year 1957 estimate for “salaries and expenses, civil defense functions of Federal 
agencies,” $110,000 to carry out responsibilities in the fuels and power areas 
assigned to the Department of the Interior under FCDA delegation Nos. 3 and 4. 
The budget estimate proposes $37,500 for the solid fuels program, $37,500 for 
petroleum and natural gas program, and $35,000 for the power program. 

The delegation of civil defense responsibilities and authority to the Secretary 
of the Interior with respect to fuels (including petroleum products, gas, and solid 
fuels) and electric power represents the effort to integrate civil-defense functions 
into the regular operation of the Department. Although the personnel presently 
engaged in these activities is quite limited, the accumulated skill and experience 
inakes it possible to assume added civil-defense responsibilities and to discharge 
those responsibilities efficiently at a fraction of the cost that would be entailed in 
a strictly new organization. 

In order that initial planning may be undertaken, it is proposed that two 
commodity specialists and a secretary would be employed in each of the assigned 
areas of solid faels, liquid and gaseous fuels, and power development. This 
would provide for a total employment of nine persons to carry out the delegated 
functions. 

This Nation is faced with grave problems in the supply of fuels and power 
in case of enemy attack through use of nuclear weapons. The intricate network 
of separate power transmission systems, pipelines, petroleum, natural gas and 
solid fuels production and supply centers must be welded into an integrated na- 
tional system capable of operating under emergency conditions so that vital sup- 
plies of these resources can be made available where they are needed and when 
they are needed. An organization must be created, at least in nucleus form, 
to meet the emergency swiftly and efficiently. In this nuclear age, there will be 
no time to make plans and to set up these organizations after the disaster oc- 
curs. The organization and planning should be completed in advance so that 
in the event of an emergency, we will be prepared to set in motion the precon- 
ceived plans which will assure that the total electric and fuel resources remain- 
ing after attack can be made available in the shortest possible time for civilian 
relief to sustain the fighting forces of the Nation. 

The complexities of the highly developed power and fuel industries create 
problems of great magnitude in meeting emergency situations. The sole purpose 
of this estimate is to provide the means whereby the problems may be resolved. 
It is because we do not have the answers that this program is so urgently needed. 
The energy derived from the use of fuels and electric power is the very basis of 
cur economie and industrial well-being. 
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The modest staff which is proposed will engage in resolving problems such 
as: 

1. Determination of alternate or emergency sources of supply. 

2. Development of procedures for allocation of fuels and electric power 
to attacked areas, with consideration of effects on other areas. 

3. In the case of fuels, determination of alternative means of transporta- 
tion and storage of supplies. 

4. In the case of electric power, determination of available transmission 
facilities, points of interconnection between operating utilities, and genera- 
tion capabilities. 

5. Delineation of the respective responsibilities of private industry, Fed- 

eral, State and local governments for actions to be taken to meet emer- 
gencies. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE DEPUTY ATTORNEY GENERAL, 
Washington, January 17, 1956. 
Mr. VAL PETERSON, 
Administrator, Federal Civil Defense Administration, 
Battle Creek, Mich. 


DeAR Mr. Peterson : This is to certify that the amount of $100,000 for technical 
advice to State penal institutions included in the Federal Civil Defense Admin- 
istration estimates is not duplicated in the Department of Justice budget for the 
fiscal year 1957. Furthermore, the amount is essential to this Department in the 
discharge of its delegated civil-defense function which is to give guidance to the 
States in the control and utilization of prisoners and prisoners in a civil-defense 
emergency. 

Very truly yours, 
WILLIAM P. RoGeERs, 
Deputy Attorney General. 


DEPARTMENT OF LABOR, 
April 25, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent Offices, 
Senate Appropriations Committee, Washington 25, D. C. 


Dear SENATOR MAGNUSON: Pursuant to your request at the April 24 hearing 
on FCDA appropriations, I am submitting herewith additional information with 
regard to the need for funds which FCDA can allocate for performance of the 
civil defense responsibilities delegated to the various Departments. 

After the House had acted upon this appropriation request, reducing it to the 
level of expenditure in the current fiscal year, Secretary Mitchell informed 
Governor Peterson that, if the House action should prevail, it would raise a 
serious question as to whether the Department can undertake to carry forward 
the full responsibilities delegated to it by the FCDA. I will amplify on that 
point in the following paragraphs. Rather than duplicate the overall program 
information presented to the committee by FCDA, I will give just two examples 
of the types of activity of the Department which the Department hopes to carry 
out pursuant to the FCDA delegations. 

First, using the $69,000 allocated for the puropse in this fiscal year, the 
Department had concentrated its effort upon the development of plans with 
respect to each of the six delegations to the Department. This work will be of 
little value unless it can be tested and applied generally in State and local 
operations. This will be our major concern in the year ahead. In any emer- 
gency, the actual manpower operation must be carried on mainly through the 
State employment security agencies, affiliated with the United States Employ- 
ment Service in the Department of Labor, and their 1,700 full-time local offices. 
The essential purpose of several of the FCDA delegations to the Department is 
to place these State and local offices in a state of readiness to handle the chaotic 
and unprecedented manpower problems of a civil defense emergency. This re- 
quires the development of training materials and guides, a program of training 
and orientation of regional, State, and local manpower agencies, the extension 
of the Operation Alert type of test exercises to the State and local offices of the 
Federal-State employment security system. Obviously, this type of activity 
eannot be carried out without more financial support than was available this 
year. 
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Secondly, in its departmental planning, the Department has concentrated 
upon the central problem in the field of civil defense manpower. This is the 
problem of developing in each community in advance of attack a force of 
workers who know clearly what their disaster assignments would be and who 
have been trained in advance to perform these assignments. Unfortunately, 
most community civil defense organizations have not succeeded in recruiting 
and maintaining the trained volunteer force that would be vital in an emergency. 

The Department has developed an alternate approach to this problem which 
recognizes the near impossibility of building an adequate organization of indi- 
vidual volunteers, maintaining their enthusiasm and will to train and partici- 
pate over a long period. This approach is to apportion civil defense responsi- 
bilities among specific contining organizations in the community—manufacturing, 
construction, commercial firms, Government and other organizations. It is our 
belief that, with such assignments of responsibility accepted by labor and 
management of specific organizations, in-plant training can be developed which 
would assure that the manpower of these organizations develops and maintains 
the special skills that would be required in a civil defense emergency. 

Essentially, this involves organizing in terms of continuing organizational 
units instead of in terms of individual volunteers. We are convinced that the 
effectiveness of efforts to build a community capability for handling a civil defense 
emergency will be multiplied many times by this approach. Labor and manage- 
ment representatives have been consulted in the preparation of this plan, and 
they agree with its basic validity. 

Our intent in the year ahead is to test out this approach in one or more 
specific communities, to appraise its effectiveness and the problems involved, 
and then, with FCDA, to develop necessary written guidelines and training 
materials and to begin to apply this pattern of organization more widely through- 
out the Nation. This also cannot be pressed forward materially with funds 
limited to the level of expenditure of this fiscal year. 

I have cited these two examples of the work which the Department hopes to 
carry on pursuant to the FCDA delegations in the belief that it would help 
the committee to appraise the relevance of our proposed activity to the central 
FCDA goals. Much additional activity is underway in the Department pursuant 
to other FCDA delegations, as is indicated in the budget information supplied 
to the committee by FCDA. 

As Secretary Mitchell indicated to Governor Peterson earlier, the Department 
cannot carry forward a useful work program pursuant to the FCDA delegations 
to the Department in the absence of sufficient resources provided by the Con- 
gress for this purpose. The funds necessary have been requested by FCDA 
and are not represented in the budget requests of the Department of Labor. 

I would be pleased to answer any further questions which the committee may 
have with regard to the Department’s civil defense program. 

Sincerely yours, 
Rocco C. S1crz1ano, Assistant Secretary of Labor. 


Mr. Pererson. I thank these gentlemen very much, Mr. Chairman, 
for being here. 

Senator MaGnuson. Do not let the other departments fail to let us 
know about this matter of repayment. 

Thank you, Governor. 

Mr. Pererson. Thank you very much, Mr. Chairman, and Senators. 

Senator Magnuson. The committee will be in recess until 2 p. m. 
today. 

(Whereupon, at 12:55 p. m., the committee recessed, to reconvene 
at 2 p.m.) 
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FEDERAL POWER COMMISSION 


STATEMENTS OF JEROME K. KUYKENDALL, CHAIRMAN; HENRY 
R. DOMERS, EXECUTIVE DIRECTOR; WILLARD W. KATCHELL, 
GENERAL COUNSEL; CHARLES G. DALEY, SUPERVISORY GENERAL 
ENGINEER, BUREAU OF RATES AND GAS CERTIFICATES ; RUSSELL 
C. RAINWATER, CHIEF ACCOUNTANT; MARION F. HETHER- 
INGTON, ASSISTANT CHIEF, BUREAU OF POWER; FRANK L. 
WEAVER, CHIEF, DIVISION OF RIVER BASINS, BUREAU OF 
POWER; J. KAY LINDSAY, DIRECTOR OF ADMINISTRATION; 
THOMAS F. CASHELL, ACTING CHIEF, DIVISION OF BUDGET AND 
FINANCE, OFFICE OF ADMINISTRATION; AND W. R. FARLEY, 
CHIEF, DIVISION OF LICENSED PROJECTS, FEDERAL POWER 
COMMISSION 

GENERAL STATEMENT 


Senator Magnuson. The subcommittee will come to order. We 
will hear from the Federal Power Commission. 

Mr. Kuykenpatn. Thank you, Mr. Chairman, for accommodating 
us as you have. 

In addition to myself, there are several staff members here, whom 
I will name. 

Hfenry R. Domers is executive director; Willard W. Gatchell, Gen- 
eral Counsel; Charles G. Daley, supervisory general engineer, Bureau 
of Rates and Gas Certificates; Russell C. Rainwater, Chief Account- 
ant; Marion F. Hetherington, Assistant Chief, Bureau of Power; 
Frank L. Weaver, Chief, Division of River Basins, Bureau of Power; 
J. Kay Lindsay, Director of Administration; Thomas F. Cashell, Act- 
ing Chief, Division of Budget and Finance, Office of Administration ; 
and W. R. Farley, Chief, Division of Licensed Projects. 

The Commissioners themselves are hearing oral argument today, 
and for that reason I am the only member of the Commission present. 


PREPARED STATEMENT AND COMMUNICATION 


Senator Magnuson. You have a short statement here as well as a 
letter sent to the committee by the Commission. We will place the 
letter in the record and you may proceed with your statement. 

(The material referred to follows:) 


FEDERAL PowER COMMISSION, 
Washington 25, March 14, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent Offices, 
Committee on Appropriations, 
United States Senate, Washington 25, D. C. 
DEAR Mr. CHAIRMAN: The Commission appreciates receiving your letter of 


March 2, 1956, concerning the independent offices’ appropriation bill for 1957, 
and having the opportunity to recommend such changes therein as appear 
required in the public interest. 

The following page and line changes are recommended in H. R. 9739: 


Page 9, line 1, delete “$5,200,000” and substitute “$5,250,000”. 





INDEPENDENT OFFICES APPROPRIATIONS, 1957 89 


Page 9, lines 4 through 7, delete the colon and substitute a period in line 4 
Delete the clause “Provided, That not to exceed $200,000 shall be available for 
investigations relating to Federal river development projects.” in lines 4 
through 7. 

The change recommended on page 9, line 1, would restore the full amount 
requested by the Commission to carry out the important responsibilities assigned 
to the Federal Power Commission by the Congress. The changes recommended 
on page 9, lines 4 through 7, would remove the limitation of $200,000 on Federal 
river development projects expenditures and permit the Commission to under- 
take essential work estimated to require $309,996. Since this severe limitation 
would seriously hamper the Commission in the discharge of its responsibilities 
under this important activity, it is respectfully requested that the Commission 
be permitted to appear before the subcommittee to present testimony in support 
of removal of the limitation and_the restoration of the full amount presented in 
our budget. 

The Commission is continuing to concentrate maximum efforts on the expe- 
ditious handling of non-Federal hydroelectric licenses and natural-gas certifi- 
cates and rate matters. It is equally important that the Commission not neglect 
its responsibilities under the Federal Power Act and the several flood-control 
and river-and-harbor acts of safeguarding the Nation’s waterpower resources. 
This. we believe, the Commission has been able to do from the time the 19388 
Flood Control Act was passed, until fiscal year 1956 when funds available for 
this purnose were drastically curtailed. 

The Commission works cooperatively with the Corps of Engineers and the 
Bureau of Reclamation in determining the amount of hydroelectric power avail- 
able, the need for such power, its value, and the economic feasibility for each 
of the projects sponsored by these constructing agencies. Work with these 
agencies should be kept on a current basis during the evolution of the hydro- 
electric development from the time of the preliminary examination through the 
survey stage, planning state, and construction. The Commission also assists 
the Federal marketing agencies in connection with power-marketing problems, 
and, as required by law, reviews rate proposals for sale of power from projects 
constructed by the Corps of Engineers. If the limitation should stand, par 
ticipation in many of the Federal river projects will have to be drastically cur- 
tailed or foregone entirely. 

Sincerely yours, 
JEROME K. KUYKENDALL, Chairman. 


RIVER DEVELOPMENT INVESTIGATIONS 


Mr. Kuykenpatn. Mr. Chairman and members of the committee, 
the Commission’s estimates for fiscal year 1957, as set forth in the 
President’s budget, total $5,250,000, or an increase of $347,000, over 
the current vear. 

Our justifications for these requirements are contained in the pres- 
entation delivered to the committee some time ago. Accordingly, 
my statement today will be limited to the effects of action by the 
House in placing a limitation upon our expenditures for Federal river 
projects investigation and regulation in reducing our total 1957 request 
hy $50,000. 

As you know, our appropriation for 1956 specified that the Com- 
mission could not expend more than $200,000 for investigations relat- 
ing to Federal river development projects. This was approximately 
one-third less than the amounts we spent in fiscal year 1955 and 
requested in our 1956 budget. 

_As a result, we have not been able to carry out fully our responsi- 
bilities under the laws governing Federal projects. Continuance of 
this limitation by the House in the 1957 appropriation bill is a matter 
of concern to the Commission. This concern is not based upon the 
anticipation of problems. 
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We have had 9 months of experience in operating under this limi- 
tation and have observed firsthand the inevitable consequences of 
such a curtailment of Federal Power Commission participation in 
protecting the Nation’s waterpower resources. 

For example, our staff has in some cases had to curtail, and in others 
had to forgo entirely, participation with the Corps of Engineers 
and the Bureau of Reclamation in the conduct of Federal project 
investigations and studies. Notwithstanding our inabiilty to partici- 
pate in the planning stage, the Commission would be required to con- 
sider the completed project plans and could find it necassary to 
recommend costly changes in the plans in order to insure the most 
effective utilization of the power potential. 

The Commission’s experience under similar circumstances during 
the late 1930’s substantiates this expectation. 

Furthermore, we shall lose the substantial benefits which partici- 
pation in the interagency basin surveys brings to our non-Federal 
project licensing work. 

EFFECT OF LIMITATION 


The limitation will not permit us to keep abreast of the project 
construction programs of the Federal agencies, which in turn could 
lead to the construction of reservoir projects which do not adequately 
provide for the economic development of the power potential. 

This inadequate power planning could thus jeopardize both the 
economic feasibility of specific projects, and the most effective ulti- 
mate development and utilization of basin water resources for power 
and other purposes. 

The limitation also may delay the Corps of Engineers’ submission 
to the Congress of those definite project reports on which the Com- 
mission, by law, must make recommendations. 

In operating under the limitation we have had to curtail severely 
our consultative work with other Federal agencies. For example, we 
have not been able to review and comment on the watershed work 
plan reports of the Department of Agriculture, nor have we been able 
to fulfill a request by the Southeastern Power Administration for 
assistance in marketing studies for power from existing and proposed 
Corps of Engineers’ projects in its area. 

It is the considered opinion of the Commission that the level of 
Federal project activity proposed for fiscal year 1957, and that which 
existed prior to the fiscal year 1956 limitation, represents the minimum 
required for discharge of the Commission’s legal responsibilities under 
the laws governing Federal projects. 


HOUSE REDUCTION 


The second matter of concern to the Commission is the action of 
the House in approving only $297,000 of the requested $347,000 in- 
crease for fiscal year 1957. 

Such a reduction would necessitate an undesirable contraction in 
one or more phases of the 1957 program. 

In preparing these estimates, the Commission has been mindful 
of the difficulty of recruiting and training the additional technical 
staff required. Our request, therefore, has been correspondingly lim- 
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ited, even though the known workload would otherwise have justified 
a substantially larger increase. 


BESTOBATION REQUEST 


The Commission recommends that the House reduction of $50,000 
be restored in order that maximum progress may be made in disposing 
of pending workloads. 

That concludes my general statement. I am at your disposal to 
answer questions. 

Senator Magnuson. Mr. Kuykendall, the last item involves opera- 
tion. Is that your regular operating expenses ! 

Mr. KuyKENDALL. Yes. 

Senator Magnuson. That is your normal workload. 

Mr. Kuykenpau. That is right. 

Senator Magnuson. And the other $50,000 you are asking for 
restoration of involves this inquiry as to river development. 

I thought maybe for the purposes of the record we might ask you 
briefly some questions. 


STATUTORY RESPONSIBILITIES 


What are the Commission’s statutory respensibilities with respect 
to Federal river development projects ? 

Mr. KuyKenpba.u. I think I will refer most of that question to Mr. 
Weaver, Chief of our Division of River Basins, Bureau of Power. 

Senator Maenuson. Allright, Mr. Weaver. 

Mr. Weaver. The Commission’s work in connection with Federal 
river basin development stems from the various acts of the Congress, 
the Flood Control and River and Harbor Acts, the Bonneville Act, the 
Fort Peck Act, and the Federal Power Act. 

Under these provisions, the Commission, since 1938, has been actively 
engaged with the other Federal agencies in the various steps in project 
formulation, surveys, construction, allocations of cost, and rate 
approval. 

These activities begin with the survey stage, in which the Commis- 
sion, in the last 15 years, has been actively engaged on a consulting 
basis in an advisory capacity to the corps and to the Bureau of 
Reclamation. 

And that goes right down through cost allocations and rate 
approval. 

Senator Magnuson. And would not such a complete study such as 
this be helpful to the Commission in the future, when maybe a project 
might come before the Commission ? . 

You have some basis of liaison for working with the other agencies. 

Mr. Weaver. Precisely. 

Senator Magnuson. in other words, this work that you do here 
might preclude the necessity of doing it later on. 

Mr. Weaver. That is right. . 

May I cite a little bit of the history of our work in that connection ? 


1938 FLOOD CONTROL ACT 


rhe chairman referred to the situation as we found it in 1938. This 
work that we have been doing now on an intensive basis stemmed from 
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the 1938 Flood Control Act, which gave the Commission responsibility, 
jointly with the Corps of Engineers, with respect to the power features 
of their projects. 

When we started that work in 1938, Senator, we were deluged with 
a flock of definite project reports, practically ready for construction. 
And we gathered a pretty good staff around us and went into those 
reports, and we found it necessary in a number of cases to make ree- 
ommendations for some very radical changes, which cause delay and 
also made the process more costly. 

Shortly thereafter, we began to receive from the President, and 
from the Bureau of the Budget, reports at survey stage for the Com- 
mission’s comments. And we began to find it necessary to make rec- 
ommendations for some very radical modifications in the survey stage 
plans. 

As a result of that situation, the Corps of Engineers began then to 
send their survey reports to us prior to submission to Congress. Then 
there was the formation in 1943 of the Interagency Committee, and 
the committee adopted procedures—and these are in effect today— 
whereby the corps, the Bureau of Reclamation, the Department of 
Agriculture, and the Commission all cooperate in the survey stage in 
these reports. 

Senator Magnuson. And that eliminates some problems or con- 
troversies that might arise in the future. 

Mr. Weaver. Precisely. Yes, sir. 

We have had some experiences where we have made some very 
radical recommendations for changes, which in most cases have been 
adopted. And, if the present procedures had been in effect at the time 
those earlier survey reports were prepared, these changes probably 
would not have been necessary. 


LICENSING OF POWER PROJECTS 


Senator Magnuson. Now, what about the licensing of non-Federal 
hydroelectric projects? How do you coordinate the two activities? 

Mr. Weaver. Well, the situation there is this. 

Senator Magnuson. I mean this activity, with that. 

Mr. Weaver. Section 10 of the Federal Power Act, Mr. Chairman, 
provides that a project, to be licensed, must be found by the Commis- 
sion to be adapted to a comprehensive development of the river basin, 
to include all purposes. 

Well, that is precisely, of course, the point of view and the approach 
that the Federal agencies make in carrying forward their surveys. 
The effect of that, then, is that surveys made by the Government, on 
Federal projects, are utilized in licensing work, and vice versa. 

Senator Magnvson. And the objective would be all the same? 

Mr. Weaver. The same; to get the maximum possible economic 
development of our water resources. 

Senator MacNuson. And that is on both engineers and Bureau of 
Reclamation projects? 

Mr. Weaver. Yes, sir. 

Senator Macnuson. Now, what particular value to the construction 
agencies is the Commission advice? You give them advice, of course, 
on the power features. 
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Why must they look to you for that advice? Because there are 
regulations on it! 

Mr. Weaver. I think this would be the answer, Mr. Chairman. 

The Federal Power Commission is the one depository for complete 
information with respect to the electric power industry in the United 
States. 

The Commission keeps close touch on what the market situation is, 
keeps close touch on the cost of developing power by the utilities; 
and it is the cost of that development of power which measures the 
value of the power of the Federal projects. And, therefore, the agen- 
cies, and particularly the corps, rely completely on the advice of the 
Commission with respect to the value of the power and with respect 
to the power market. 

Senator Magnuson. And then, of course, the Commission is called 
upon by Congress on occasion. 

Mr. Weaver. In innumerable instances. 

Senator Magnuson. And by the Bureau of the Budget and other 
agencies. 

Mr. Weaver. Yes. 


SIGNIFICANCE OF COOPERATION 


Senator Magnuson. Do you have any examples of where the Com- 
mission was instrumental in bringing about a fuller development by 
its participation, say, early in the survey stages? 

Mr. Weaver. Yes. I will state 2 or 3 which I think are outstand- 
ing, because they illustrate the significance of what we are talking 
about here, of the need for close cooperation in the survey stage. 

In 1941, the Commission received a survey report on the Table Rock 
and Bull Shoals projects in the White River Basin. 

The Commission staff studied the plans of the corps and came to 
the conclusion that the projects as then proposed would not develop 
the potenti: alities of the sites, and the Commission recommendation to 
the Chief of Engineers, was that he give consideration to increasing 
the height of both dams, and increasing the amount of power 
installation. 

Now, those projec ts are under construction today virtually as recom- 
mended by the Commission, and the effect of that, Mr. Chairman, is 
to double the power capacity of the projects and treble the amount of 
energy generated. ‘That is one example. 


ALABAMA-COOS RIVER PROJECT 


Another, I think, very striking example is the case of the Alabama- 
Coosa River , in which the c orps sent to the Commission, for comments, 
a survey report. ‘The Commission staff studied that and sent a letter 
to the Chief of Engineers recommending very substantial modifi- 
cations, 

As a result of the Commission’s letter, the report was sent back to 
the division engineer, who made a complete restudy of that project, 
and as a result of the Commission’s efforts there and the later studies 
of the corps, there will probably be developed some 114 billion more 
kilowatt-hours than would have been developed otherwise. 

Those are two outstanding examples. 
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Senator Magnuson. A result of getting together ahead of time. 

Mr. Weaver. In those cases, we didn’t get together until after the 
survey stage. But it is ahead of the definite project ; yes, sir. 

Senator Maenuson. What about projects on which construction has 
been started ? 

Mr .Weaver. Well, one example of that kind would be the Norfork 
project in the White River Basin. That project was under construc- 
tion for flood control only when it came to the Commission and the 
Commission studied it and recommended that the project be enlarged 
by raising the height of the dam and putting in power. That was 
done. 


RATE DETERMINATION 


Senator Macnuson. And then, of course, this all, too, as we all know, 
gives you a better basis for determining the rates later on of federally 
developed projects. 

Mr. Weaver. That is right. 

Senator Magnuson. Because with this background you can better 
and more equitably determine the rates. 

Mr. Weaver. That is right. Because the Commission has then full 
rounded knowledge of the project and the problem. 

Senator Macnuson. And you have that responsibility that you must 
accept. 

Mr. Weaver. That is right, sir, including allocations of cost. 

Senator Magnuson. Thank you very much. 

I just wanted that for the record, because sometimes the committees 
here do not understand how this all dovetails together. 

Well, I have no further questions, unless you want to add something. 

Since I have been home last fall and this spring, talking with the 
others interested, Bonneville and everyone else, there seems to be 
quite a concern out in that area. We are building these dams, but we 
have sort of put the emphasis on the dams on the hydroelectric develop- 
ment. and sort of left standing still our water storage projects. 

A lot of that has been due, I think, to the fact that Canada is sort 
of, as I use the term, “dragging their heels” a little on this and the 
Joint Commission has not taken action I think as expeditiously as 
possible. 

WATER SHORTAGE 


But we are going to be faced with a water storage problem, because 
that has sort of been neglected. 

T do hope that in these studies, you will make note of that here now. 

Because that will be just as important as the brick and mortar in the 
dam. 

Mr. Weaver. Of course, that will be considered in the review study. 

Senator Maenuson. Because we are at the stage now where that 
storage we have is going to be most important to us, both flood control 
and firming up the power. 

Mr. Weaver. Of course, there is difficulty there, as elsewhere in the 
country, of finding locations or sites for reservoirs. 

For example, I think there is objection to the Paradise project and to 
Glacier View. 
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Senator Macnuson. There is always objection, of course. I thought 
if we could work out some kind of an arrangement with Canada, we 
might help solve part of it. 

For instance, Libs Dam has been around here ever since I have 
been in Congress, and that is 20 years. That is very important. But 
the engineers, I know, are quite concerned about it, and it is something 
we have got to start to pay more attention to. 

We have been building the dams and they are there, but our storage 
problems will be vitally important. 

Here is another matter that Mr. Cooper just reminded me of. 


STATISTICS OF ELECTRIC UTILITIES 


[ wrote this letter, I think, to the Power Association. They had 
some complaint about the discontinuation of the publication of the 
Commission’s report on statistics of electric utilities of the United 
States, publicly owned, and I think you folks said you might have it 
ready by February or March. 

Mr. Doers. We said that the decision would be made by that time, 
and we have found enough money to publish these statistics. 

Mr. Kuyxenpatn. There is diffic ulty there, Senator, not caused by 
this committee. It was due to the limitation put in by the House com- 
mittee, and which the Senate voted to take out. 

Senator Maenuson. All right. 

Mr. Kuypenpauu. Something you said gave me the impression I 
may have misled you or made an inaccurate statement about the $50,000 
reduction. 

We asked for almost exactly $310,000 for Federal river basin devel- 
opment studies. The House limitation reduces that to $200,000. 

And then our total appropriation is reduced $50,000 with no indica- 
tion as to where that would have to come off. 

Senator Magnuson. They just did it arbitrarily, apparently. I do 
not know why it isn’t in the report. 

Mr. Domers. There is no identification as to where it came from. 

Senator Magnuson. Well, I personally, of course, think these studies 
are very desirable, because I think in the long run they save us all 

kinds of trouble and controversy and money and ever ything else. 


MAP OF FEDERAL PROJECTS 


Mr. Weaver. Senator, I have copies of the map published by the 
Federal Power Commission showing the Federal projects. I think you 
will find it very useful to you. 

On the back is a list of projects. 

Senator Magnuson. Thank you, and we will put in your letter and 
statement in full. If there is anything else you want to add, we will 
leave the record open for a few days. 

Mr. Kuyxenpauu. Thank you very much for your courtesy to us, 
Mr. Chairman. 

Senator Magnuson. We will adjourn until 2 o’clock ee 

(Whereupon, at 2:22 p. m., Tuesday, April 24, 1956, the hearing 
was recessed, to reconvene at 2 p. m., Wednesday, April 3 5, 1956.) 
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WEDNESDAY, APRIL 25, 1956 


Untrep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 2 p. m., pursuant to recess, in room F-39, 
Y . Y Y . 

the Capitol, Hon. Warren G. Magnuson (chairman of the subcom- 
mittee) presiding. 

Present: Senators Magnuson, Ellender, and Dirksen. 


FEDERAL TRADE COMMISSION 


STATEMENTS OF JOHN W. GWYNNE, CHAIRMAN; SIGURD ANDER- 
SON, COMMISSIONER; ALEX. AKERMAN, JR., EXECUTIVE DIREC- 
TOR; AND WILLIAM P. GLENDENING, JR., CHIEF, DIVISION OF 
BUDGET AND FINANCE, FEDERAL TRADE COMMISSION 


RESTORATION REQUEST 


Senator Magnuson. The subcommittee will come to order. 

The first witness we have is Mr. Gwynne of the Federal Trade 
Commission. 

Mr. Gwynne, we have your letter which we will place in the record, 
and if you have a short statement we will be glad to hear from you. 

(The letter referred to follows:) 


FEDERAL TRADE COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, D. C., March 12, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropria- 
Bill, 1957, United States Senate, Washington, D. C 

DEAR CHAIRMAN MAGNUSON: In your letter of March 2, 1956, you asked that 
we advise you of any changes required in the public interest in the independent 
offices appropriation bill for 1957 (H. R. 97389). 

The bill provides $5,400,000 for this Commission, which is $100,000 less than 
the budget estimate. 

It is our opinion that, for the Commission to carry out its assigned functions, 
the $100,000 should be restored. This will be accomplished by striking out “‘$5,- 
400,000” on line 22, page 9, and inserting $5,500,000”. 

The bill does represent a substantial increase over our 1956 appropriation, 
based on the 1956 pay raise and the increased burden of enforcement of the 
amended section 7 of the Clayton Act (antimerger amendment). The sum of 
$851,500 added for the latter purpose will do much to enable us to carry out our 
statutory functions in this area. 

However, our request for an increase of $951,500 for this activity was based 
on a realistic appraisal of its cost and the cost of our other responsibilities. The 
deduction of $100,000 would necessitate a close examination of our proposed 
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program for 1957, including mergers, other law-enforcement responsibility, and 
the antibiotics and other economic studies, to determine what should be elimi- 
nated or limited to make the needed savings. 

Restoration of this sum would enable us to perform all functions assigned to 
us by the Congress in accordance with our proposal. 

It is our opinion that our justification of estimates of appropriation, together 
with the foregoing, fully presents our proposed program. Therefore, unless your 
committee desires further explanation, a hearing is not requested. 

Sincerely yours, 
JOHN W. GWYNNE, Chairman, 


GENERAL STATEMENT 


Mr. Gwynne. I do have a short statement. Do you want me to put 
it in the record ? 

Senator Magnuson, I think we would like to have you read a por- 
tion of it, at least. 

Mr. Gwynne. Very well. 

Mr. Chairman, we are very glad to be here with you. We appreciate 
the interest that your committee has always shown in our work. 

As you know, we requested an increase in our appropriation for 
fiscal 1957 of $951,500. The House allowed us $851,500, or $100,000 
less. 

As I informed you by letter, it is our opinion that the entire amount 
is needed. 


ENFORCEMENT OF ANTIMERGER LAW 


The requested increase is entirely merger work. The amount was 
determined after a full study to develop a comprehensive plan for 
vigorous enforcement of the antimerger law. 

The plan, which is detailed in our request for appropriations, pro- 
vided for coordination of the work of Commission lawyers, economists, 
and statisticians. The estimate of the cost of this program took into 
consideration the cost in all parts of the Commission and is, we feel, 
most realistic. 

In this coordinated program, a loss of $100,000 would cause delay 
in commencing this program or necessitate retrenchment elsewhere 
in the Commission. 

I would like to give you a brief résumé of what we are doing to pre- 
pare for the greatly accelerated merger program which will be possi- 
ble if funds are increased after the first of the fiscal vear. 


ADDITIONAL PERSONNEL 


These funds would, as we reported to you, enable us to hire 150 or 
160 people. It would not be, we believe, sound management to make 
up a merger force exclusively of these new people. Therefore, expe- 
rienced personnel are already being shifted into merger work and some 
of the new people will take over the jobs these men have left. 

This diversion of attorneys from other work to mergers has not as 
vet adversely affected our production of complaints, orders, and stipu- 
lations. In fact, our reports indicate that in all of these categories 
we are running ahead of recent years. 

For example, 37 antimonopoly complaints have been issued in the 
first 9 months of this fiscal year. This greatly exceeds the number 
issued during the comparable period for the past 5 years. 
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However, delay has already increased slightly at the investigative 
level. 

It is, therefore, essential that as soon as practicable we replace men 
transferred to the merger activity. 

Our increased emphasis on merger work may be illustrated by the 
rate of expenditure for this type of work. During the month of 
March, the amount expended for merger work, when projected over 
a year, would produce an annual rate of expenditure of $700,000. 
This is $300,000 over the annual rate at the time of our appropria- 
tion request. 

Our statisticians and economists are now developing the details of 
a program which will give us basic data not now available to enable 
us to appraise mergers and their effects as they are reported. 

We also have husbanded our funds so that in May of this year, we 
will be able to hire 10 attorneys. Efforts are being made to line up 
additional personnel to be hired on July 1 or soon thereafter if 
funds are available. 

Incidentally, Mr. Chairman, our Seattle office is being increased from 
2to4 men. We have been concerned over delays in that area, par- 
ticularly in trial. 

One of the men we have added is qualified to try cases, and we are 
hopeful that he will be able to speed litigation in this area. <A fifth 
man will go there shortly after July 1. 

Your committee has expressed a continuing interest in our projected 
antibiotics study. 

In my April 11 letter to you, I reported the status of this study and 
our plans for completion of it. 

We at the Commission, just as you, have been disappointed that, 
as a result of the pressure of merger work, our economists have been 
diverted from this task so that the study has not progressed as rapidly 
as we had hoped. 

However, as I have indicated to you, our plans and the request for 
an increase of $951,500 do provide for completion of this study. 

While this study is limited to the manufacturer, data concerning sug- 
gested sales prices at the retail level will be available so that the ratio 
of manufacturers’ costs and prices to the price paid by the consumer 
will be available. 

This is an economic study aimed only at the development of facts. 
Whether further investigations, into possible violations of law, will 
be made will depend on what is revealed in this study. 

Although I am pleased with the increase granted by the House 
committee, I am convinced that the full amount which we have re- 
quested of the Congress is necessary to carry out our plans for the 
antimerger pregrem, the antibiotics study and the other responsibili- 
ties assigned us by the Congress. 


DELAY IN ANTIBIOTIC STUDY PROGRAM 


Senator Macnuson. Why did the antibiotic study take so long to 
get the questionnaires out ? 

Mr. Gwynne. Frankly, one difficulty we have had with the anti- 
biotics, although it was directed some time ago, we have found it 
necessary to take some of the people who would normally work on it 
and put them in the merger field. 
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Senator Macnuson. Some of it involves mergers, too; does it not? 
Mr. Gwynne. Yes. 
Senator Maenuson. Some of these drug concerns? 
Mr. Gwynne. There are some mergers in that field but I mean we 
have had to call on the economists to take part in practically the entire 
merger study. s 
Senator Maenuson. Because you will recall that the previous chair- 
man testified we received the final bill about May or July of last year, 
but you did give them, you started the questionnaires I believe in 
September, in effect your letter says, and then you gave them about 
4 to 6 months to examine them and to answer them; is that correct? 
Mr. Gwynne. As to the exact details, Mr. Akerman, Executive 
Director, has it. 
Do you have the answer to that question ? 
Senator Magnuson. Are all the questionnaires out now? 


BUDGET BUREAU APPROVAL OF QUESTIONNAIRE 


Mr. Akerman. No, sir; the questionnaire is prepared and is now 
ready to go to the Bureau of the Budget and will go out during the 
month of May. 

Senator Macnuson. Why does it go to the Bureau of the Budget? 

Mr. Axerman. Under the Federal Reports Act. 

Senator Macnuson. So they can check on the money ? 

Mr. Axerman. Check on the necessity of sending out questionnaires. 
That is the act which I understand was passed to prevent these agencies 
from just continuously harassing people. 

Senator Macnuson. They do not pass on the type of questionnaire? 

Mr. Axerman. No. 

Senator Maenuson. Just whether or not the amount of money you 
are going to spend is advisable at this time? 

Mr. Akerman. That is my understanding. 

Mr. GLENDENING. They also go into the type of questions asked. 

Senator Magnuson. They go into the type of question? 

Mr. GuenvEntne. Yes, sir. 

Senator Macnuson. What business have they to go into the type of 
questions? That is your responsibility. 

Mr. GLENDENING. They try to decide whether the questions are 
proper and, whether they are phrased properly, and so forth. 

Senator Dirksen. Mr. Chairman, I think that is a vestige of the 
old Administrative Services Act when they passed on all question- 
naires and everything was related to them so that the maximum of 
efficiency could be achieved. 

So I do believe that that function has been transferred to the 
Budget Bureau. 

Mr. GLENDENING. The law requires that any questionnaire sent to 
more than 10 firms has to be approved by the Bureau of Budget. 

Senator Macnuson. But it is my understanding that the Budget 
only had the responsibility to pass on whether or not the objective to 
be achieved could be done cheaper or whether the Budget wanted 
to release that money. 

Here is a case where Congress directed that to be done. 
Mr. GuienveNtING. Actually, they pay very little attention to the 


type of question asked. 
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Senator Magnuson. I would say normally they do. 

Mr. AKerMAN. In the 3 years I have been with the Commission, 
we have never had any trouble with the Budget. 

Senator Maanuson. Usually, they pass on it as a routine matter ? 

Mr. AKERMAN. Yes, sir. 

Senator Maenuson. If you undertook this on your own initiative, 
then it might be that they might pose the question : 

Why are you doing this? 

Or the questions are too long or its costs too much and maybe you 
could cut it down. 

But here is a case where Congress directed you to do this. 

Senator Dirksen. Of course, there is a money item involved. 

Senator Magnuson. We gave them the money. 

Senator Dixsen. The nature of the questionnaires can drum up all 
sorts of business that become a predicate for the future. 

Senator Maenuson. They might pass on the nature of whether the 
questions would draw more business than the money anticipated, but 
Congress directed that this be done and gave you the money. If you 
get short, why you come back here and tell us why. 

I was hoping that the Budget would not be interfering with an 
inquiry that Congress directed the Federal Trade Commission to go 
ahead with. 

Mr. AKERMAN. I am sure they will not. 

As I say, in the 3 years I have been here, they have never interferred 
with any type of questionnaire we wanted to send out. But, as I say, 
under the Federal Reports Act, we are required to submit it. 

Senator Magnuson. Submit it for limited purposes? 

Mr. AxerMAN. That is right. 

Senator Macnuson. Go ahead. I did not mean to interrupt. 

Mr. AKeRMAN. So that questionnaire is ready to go out. 

As I stated, it had been nearly 2 years since any analytical work 
had been done in this industry. In September of this year we were 
able to put 7 men part time, 7 economists part time on it, and they 
came forth not only with the questionnaire but the complete planning 
of how this report should be carried through to its finality. 

So our timetable calls for obtaining clearance, and during the month 
of May mailing out that questionnaire. Of course we have the funds 
this fiscal year to cover that, 


ECONOMIC INVESTIGATION 


In our budget for next year, if the full amount is granted, we have 
the funds to carry through and complete the work of this economic 
investigation. 

The report itself will probably be out, our timetable calls for it, the 
summer of 1957. Of course, we may run into the question that if the 
information is not forthcoming voluntarily and if we have to seek 
legal process to get it, there could be some delay, but we hope that 
there will not be. We have the plan and the entire cost of the survey 
should run in the neighborhood of $100,000. We think that it will 
give us an adequate survey into this area to answer the questions that 
have been perplexing quite a number of us. 
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COST OF ANTIBIOTICS TO CONSUMER 


Senator Magnuson. I do not have the testimony here but, as I re- 
call, there were to be some suggestions made to us and probably to 
you people, too, that the cost to the consumer of these antibiotics was 
way out of line? 

Mr. Axerman. That is right. 

Senator Magnuson. So it would be directed toward the fair price 
angle of the cost. 

But I suppose, Mr. Gwynne, you would run into mergers, too, in 
some of these cases, and monopolies ? 

Mr. Gwynne. That is correct. In fact, we had started out and I 
understand we are still continuing it, having members of the legal 
staff sit in constantly 

Mr. Akerman. Yes. 

Mr. Gwynne (continuing). In all these investigations, to file the 
proper complaint if one develops. 

Mr. AcKERMAN. We have sitting with the economists, working on 
the antibiotics problem, members of the legal staff, for two purposes: 
One is, to see if a legal case develops in the course of the investigation, 
and also to advise them how we can get information if there is a re- 
luctance to give it. 

Senator Magnuson. It also might get valuable information for the 
continuing of your merger study ¢ 

Mr. Gwynne. Right. 

Mr. Akerman. Right. 





DRUG INDUSTRY MERGERS 


Senator Magnuson. Generally speaking, and I do not pass on the 
merits of mergers now, but generally speaking, there have been more 
mergers or proposed mergers in the drug manufacturing industry 
than I think in any other industry in the United States in ratio to its 
capacity and investment. 

Mr. Gwynne. I wonder if I could interrupt there, Mr. Chairman? 

Senator Maenuson. Certainly. 

Mr. Gwynne. We have now in the Bureau of Investigation specific 
investigations going on, not only covering the antibiotic field but the 
proprietary medicine field and drugs generally. 

Here are a few facts I would like to give you: At the present time 
the Bureau has, and they are working on, 101 matters of this character. 
Of this number, 18 can only be resolved by evidence adduced by 
clinical tests. Ten of the required tests have been underway for some 
time and preparations have been made for clinical work in the remain- 
ing eight matters. 

Of course, that does not refer entirely to antibiotics, that is the 
whole field. Of the 101 matters pending, 8 involve charges of price 
discrimination, exclusive dealing, and restraint of trade considerations. 

The remaining matters, 93, involve charges of false and misleading 
advertising and misrepresentation in connection with therapeutic 
efficacy and purity of results to be expected from the use of the 
product in question. 

This is going on right. in the regular routine in the Bureau of 
Investigation. 
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Senator Macnuson. Of course, that is continuing with you people. 

Mr. Gwinne. Oh, yes. 

Senator Maenuson. As the complaints come in? 

Mr. Gwynne. Yes. 

Senator Magnuson. Specifically, what we were thinking about last 
year was the fact that so many of these new antibiotic drugs became 
necessary in treatment and the consumer in some cases could hardly 
afford to buy them. 

Mr. Gwynne. That is right. 

Senator Maenuson. We did not know what it was due to, but some 
information was to the effect that it was due to some of the mergers 
and some of the things that you have been continuing investigation on. 

Mr. Gwynne. Correct. And these investigations that I have men- 
tioned would not answer that problem. That would have to be sup- 
plemented by the overall matter that Mr. Akerman has been telling 
vou about. 


COSTING PRACTICES 


Senator Magnuson. Then I suppose you would tend to go into the 
relation of the total cost of senthesniiinn these drugs as compared 
to the price to the consumer ? 

Mr. AxrerRMAN. The costing practices, pricing policies. 

One of the things, of course, that is always raised is the amount 
they spend on research. 

Senator Maanuson. Yes. 

Mr. Akerman. How much the research in other products is being 
charged against the price of this. We hope to have a very thorough 
survey of that entire picture. 

Senator Magnuson. Well, I hope it does come out, but I am sure 
my colleague from Illinois hopes so, too, because it was a source of 
inquiry that we thought you should go into rather than an arm of 
Congress. 

Senator Dirxsen. Is this limited entirely to price discrimination ? 

Mr. Axerman. As I say, it follows through on the pricing prob- 
lem but it has such problems as the allocation of research charges, 
the licensing and royalty agreements. Right at the present time, 
which may aid us or may not, we do not know until we get into it. 
There are quite a number of individual private lawsuits between these 
companies In connection with licensing in the Patent Office. 

That may assist us or it may incline them to withhold the infor- 
mation. 

Of course, that is in connection with the licensing of the patent 
and the methods of distribution, but it all comes back to what causes 
the price to the consumer of the new wonder drugs. That is what 
we are all interested in. 

Senator Magnuson. And I do not think that this committee would 
have attempted to suggest in many fields, competitive fields, this 
question of price, but here was something that somebody has to have 
at a given time, particularly this new field of drugs, and all of us have 
had the personal experience of tremendous costs involved, particularly 
for families that cannot afford it when they have sickness. 
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Do you feel, generally speaking, from what you have gathered up 
to now, that this has been a worthwhile, I mean a worthwhile thing to 
go into? 

Mr. AkerMAN. Yes, sir. We have not reached the stage of being 
able to draw any real conclusions on it, but I think it is something the 
Congress, the Federal Trade Commission, and the American people 
should know, as to whether or not the prices, when these wonder 
drugs initially come on the market, whether they are justified or not. 

Senator Maenuson. Then, of course, you do have the continual re- 
view of other types of medicines? 

Mr. Gwynne. That is right. 

Senator Magnuson. Any questions? 

Senator Dirksen. Not on that particular item. 

Senator Magnuson. You are asking for the restoration of $100,000? 

Mr. Gwynne. Yes; we could use it. 

Senator Magnuson. And that would be within the budget esti- 
mate? 

Mr. Gwynne. That is right. The Budget allowed $5,500,000 and 
the House allowed $5,400,000. 

Senator Magnuson. The House merely says that this is an increase 
over last year and that they do not think you need any more? 

Mr. Gwynne. That is correct. 


TOTAL MERGERS 


Senator Dirksen. Mr. Gwynne, with reference to your merger and 
antimerger work, are there some tables you can insert indicating the 
mergers that have come to your attention that have been cataloged, 
the stock value of the companies that are involved, the commodity 
that is involved? 

Mr. Gwynne. I am quite sure, Senator. 

Senator Dirxsen. I have not examined the House hearings very 
closely to see whether that information was furnished on the other 
side, but this matter of mergers, as you know, is very much in the 
eye of people at the present time. 

Mr. Gwynne. That is correct. 

Senator Dirksen. I have seen actually no authentic tabulation from 
which you can draw some conclusions. 

Mr. Gwynne. Frankly, Senator, I do not suppose there is any place 
where you can get absolutely certain information as to the number 
of mergers. 

We have, some time ago, as you know, made a survey of it and 
got out a report. That was in 1955, and we have tried to keep it 
up since. That covers principally mergers in manufacturing and 
mining. 

There is no place where you can go and get the complete informa- 
tion. You can pick it up as you read it in the papers and hear about 
it but we do have a great deal of information and, Mr. Akerman, you 
could get it, I think, in a quickly readable form and submit it, could 
you not? 

Mr. AkerMAN. Yes, sir; we will be glad to submit that. 

(The information referred to follows :) 
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Total number of acquisitions and mergers recorded by the Federal Trade 
Commisison, by calendar years, 1951-55 * 


Number Number 
a iaacaa Nich ahha a PI I asc ripen taipeainnaliaia ca sth seem tiie 617 
TIS ck nisi bicesistecatinedias basilar eet eee iene since ici esha Mae alee <lus celaiel 846 
De iaicnivinennbindihens sates nmuttccaltniataaanae nr 793 


1 Includes only acquisitions and mergers in lines of manufacturing and mining, wholesale 
and retail trade, and service industries which fall within the jurisdiction of the Federal 
Trade Commission. Includes all acquisitions recorded from Moody’s Investment Service, 
Standard Corporation Records, and financial news sources. 

2For the year 1955 the total recordings were subdivided by types of business as follows: 





| | 
| Number | Percent 











Manufacturing and mining-.----.----- intend baat ages 689 81.4 
Wholesale and retail trade___- dicen Acdtemait sckihininiss apasimitic atk alicdticre 83 | 9.8 
Service and other industries -_..--.._.--.-- ; s soateaei inten ales niatuliaia: wo die atria tee 47 5.6 
Partial acquisitions (a plant or stock in trade, etc.) .............------.---------- 27 3.2 

a i a eae 846 | 100.0 


INSURANCE INVESTIGATIONS 


Senator Dirxsen. I think that information will be helpful. You 
know that we carried on long and extensive hearings last fall in the 
antimonopoly committee where you came to testify, but even as of 
now, I do not know that any tabulations have been inserted that will 
give us a pretty fair hint of what this merger picture is like. 

Let me ask you also about your work in the insurance field. 

You mentioned some citations against the inusrance people in the 
liability and casualty field ¢ 

Mr. Gwynne. That is right. 

Senator Dirksen. What is the status of that work at the present 
time? 

Mr. Gwynne. Well, we filed 41 complaints and we investigated 
2,800. Of the 41, I think 6 have taken consent orders. Most of the 
others are in process of trial. 

As a matter of fact, two have been heard on the final hearing by 
the Commission and I might say in that connection that the decision of 
the Commission as to some of the important features will be out soon, 
next week I think. 

Senator Dirksen. I assume those are mainly the fine print misrep- 
resentations of the idenmnities and so forth? 


ACCIDENT AND HEALTH POLICIES 


Mr. Akerman. This is exclusively in the accident and health field. 
It is as to whether or not the actual coverage granted by the policy, 
whether the promises set forth in the advertising are met. 


WOOL AND FUR CASES 


Senator Dirksen. Has the work in the fur labeling and in wool 
increased ? 

Mr. Gwynne. Do you have the exact figures ? 

Mr. AxerMan. I believe they are set forth in here. 

Senator Magnuson. They are on page 6, too, I think. 
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Senator Drrxsen. As a general observation, I would assume, con- 
sidering the length of time these acts have been on the books, that 
industry would pretty well accommodate itself and realize that the 
Federal Trade Commission is enforcing it, and therefore they would 
adjust themselves to it and the work would diminish? 

Mr. AKERMAN. I would say that we have not diminished in the 
number of formal complaints in the wool and fur field although com- 
plaints under the Wool Act may be slightly under the number issued 
in past years. 

Senator Magnuson. I was going to ask you about that. That is 
a comparatively new act ? 

Mr. AKERMAN. Comparatively recent act. 

Senator Magnuson. Are you having trouble with that? 

Ii other words, I have reference to getting them to call a rabbit 
a rabbit ? 

Mr. AkerMAN. With the number of complaints that we filed this 
last year and this year, and we have approached these and found that 
usually when the violators of these two acts are brought up to trial, 
then they usually consent to an order being entered. “But as long as 
they can put it off, they continue on along that line. 

I think the work being done in this field by the actual complaints 
brought last year and this year will show an effect. But right now, 
considering the additional burden of the Fur Act and the F lamm: ible 
Fabrics Act, our work in that field is heavier than it was. 

Senator Magnuson. I think the Fur Act was passed 2 or 3 yea 
ago? 

Mr. AckErMAN. That is right. I think our first formal case was 
tried and completed just about a year and a half ago, and I believe it 
was in Seattle. 

Mr. Gwynne. I think, and if I am not correct I wish you would cor- 
rect me, I think there are probably more cases settled without trial 
in this field than probably any field we are working in. 

Is that not correct, Mr. Ackerman ? 

Mr. AckerMAN. That is correct, Judge. 

Senator Magnuson. How are they settled, between the Commission 
and the violator, or the violator and the buyer ¢ 

Mr. Gwynne. They are settled by complying with the law. 

Mr. Ackerman. It has been almost universal practice in that we 
bring the complaint. Then the case is set for hearing, and when the 
day of the hearing arrives, the man comes in and says, “I will take 
an order stopping the practices set forth in the complaint,” but we 
have to carry him right up to the courthouse door before he comes in. 

I would say it runs about 9 out of 10 where they come in on the day 
of the hearing and say, “We will take an order. 

Senator Magnuson. Of course, if you do enough of that, the premise 
of the Senator from Illinois would be correct—that your work ought 
to diminish ? 

Mr. Ackerman. That is correct. 

Senator Magnuson. There is another matter that probably the 
Chair here is a little responsible for, too. 

I want to ask you whether you have enough funds for it or whether 
you need more, and it deals with the same subject. 
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RADIO AND TELEVISION ADVERTISING 


I have been concerned in my other committee when the Federal 
trade group were up there with violation of the Federal Trade Act 
in certain advertising in both radio and television. The matter was 
<dliscussed up there, and of course the Federal Communications Com- 
mission was asked about the matter, but obviously their jurisdiction 
does not rest in the first instance. 

There would have to be proven some conspiracy or knowingly allow- 
ing, say, false advertising to be on the station before they could then 
act ? 

Mr. Gwynne. Yes. 

Senator Magnuson. And they could not proceed against the 
violator. 

Of course, the radio stations themselves have no way of knowing, 
unless it is obvious on its fi ice, When advertising comes in whether it 
would be false or misleading, and they would have no way to find out, 
and, of course, there would not be i in 2,000 that would have any 
conspiracy on the matter or even less, unless it was obvious and they 
knew that. 

So the Interstate and Foreign Commerce Committee, probably at 
my request, and Commissioner, your own Commission has picked it up, 
the governor has been a little new since this happened but you did go 
ahead and do some monitoring, as I understand ? 

Mr. Gwynne. Yes. 

Senator Maenuson. You reported back to me as chairman of the 
other committee, I think some weeks ago, that you had monitored 
approximately 3,800 of these cases. 

Can anyone tell me what is happening on that now? 

Mr. Akerman. We have a continual check on radio and TV script 
by calling upon the station. It is done on a sampling basis. 

Senator Magnuson. Spot basis ? 

Mr. AKERMAN. Spot basis. 

We will send out to this station and say, “Send the script for 24 
hours or 12 hours of 8 days ago.” 

That is under what we call the advertising survey group. It is a 
small group that consists of three attorneys and they have other work 
to do, but we cover the field. It is not 100 percent but it is a scientific 

sampling and over a period of 2 years we would cover every station. 

Senator Magnuson. Of course, ‘the stations are very cooperative be- 

cause the station owner is the last person in the world that would 

want that to happen on his station ¢ 
Mr. AxerMAN. Right. 








BAIT ADVERTISING 








Generally, in the field of bait advertising, we realize that we have 
quite a problem there in the use of radio and television. 

Senator Maenuson. Is that the term, “bait advertising” ? 

Mr. Akerman. They advertise, you know, the $8.98 machine to get 
you down there, and w yhen you get there, that one is gone and the only 
one that is left is the $40 or $50 machine. 

Senator Magnuson. Ten day s’ free trial and then call us and we will 


take it back ? 
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You will find that they are not taken back very often. 

Mr. AxerMAN. We have quite a number of cases in the field of that 
type, quite a number of sewing machine cases. 

Senator Magnuson. But this is done at the Commission’s own 
initiative ? 

Mr. AkEerRMAN. Right. 

Senator Maenuson. I suspect that since this has now received some 
sort of widespread, I think almost nationwide, interest, one of your 
Commissioners I think helped it along a little bit with what I thought 
was a good speech on the matter up at the Harvard School of Business. 

The district attorney in Brooklyn has made some indictments on 
this and the Federal Communications Commission has been slightly 
interested, and I must say that the radio and television industry 
is interested because they are the last people that want this to happen. 
They have no way to really check themselves on everything that 
comes in, as you say, of the bait advertising. They have to have 
people go down and actu: illy do it. 

Mr. Akerman. That is right. 

Senator Magnuson. I was wondering whether or not on that proj- 
ect you people felt in view of recent events, even I think since I 
started this up in that other committee whether you might want 
to have a little more of a staff to be able to do « little more of this, 
and whether it would be desirable, whether you would welcome it ? 

[ cannot speak for the full Appropriations Committee, but I am 
sure every American viewer and consumer and the radio and television 
interests themselves would like to have this clexned up. 

[ think it has had a salutary effect already, but it still continues 
quite a bit, I guess. 

Sut as far as you are concerned now, you are continuing that 
general monitoring that you have been doing for some time? 

Mr. Akerman. We are continuing that, and of course we get any 
number of complaints from better business bureaus, from the indi- 
vidual consumer, and from the competitors. But this is an addi- 
tional function and we feel on that it is a problem, Senator, just like 
any law enforcement agency. 

Yes, it would be better if we had the staff to examine ev ery radio 
and every television station and, in addition to that, have people 
actually standing by and watching it. But there comes a point where 
you have to weigh one against another. 

We consider, with the results that we are getting for the number 
of cases, that while we know we are not covering the whole area 
| think on balance in that phase we have allocated the proper funds 
for it. 

Of course, as I say, we could spend unlimited funds and get more 
results. As I say, it is just one of those questions in any law enforce- 
ment group. 





COOPERATION FROM BETTER BUSINESS BUREAUS 


Senator Magnuson. The better business bureaus send in instances ? 
Mr, AKerMAN. They run them down. 

Then, of course, the individual consumer is a great source on it. 
Over the years, the Federal Trade Commission is getting known 
wn in rhe grassroots of the country and they know they can send 
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those things in and where to send them. A lot of them come to the 
Congress. 

Senator Macnuson. Of course, sometimes it is after it has hap- 
pened ¢ 

Mr. AkerRMAN. That is true. 

Senator Magnuson. I am wondering if 1 in any given city, without 
telling anybody where the Federal Trade Commission had somebody, 
just on a given day, actually answering all those and go down as a 
consumer and actually answer them and write up what happens to 
him after he gets there and what was said, whether that would be 
effective. 

CHEAP REBUILT VACUUM CLEANER CASE 


Mr. Gwynne. We have tried cases involving that. I recall one 
now, and it is typical of the type of case. Usually they do not go to 
final trial, but this one did, before the Commission on appeal. 

In that case the bait advertising consisted of an advertising of 
a very cheap rebuilt vacuum. When the man was invited to bring 
it in, it did not work, naturally, but the buyer insisted on buying it 
anyway in spite of the salesman’s plea that he buy a better one out 
in the car for considerably more money. 

When it was produced as an exhibit, it would not work because 
they had put a piece of cardboard in there to be sure that it did 
not work. 

I think the publicity, unquestionably, that has been given this matter 
has made our money go further because I, as Chairman, get letters 
constantly from people who have read it and are making complaint. 

= e are often able to stop the practice without too much trouble. 

Senator Magnuson. Would it be fair to say this at this point, and I 
think it is true because I do not think you want to tell everybody 
what you are doing because a lot of these things you have to keep 
within the Commission, but the Commission is after this matter and 
has been for quite some time and vigorously ? 

Mr. Gwynne. That is right. 

Senator Maenuson. Insofar as your facilities go? 

Mr. Gwynne. And letting everyone know that. 

Senator Maanuson. I was going to say, and letting everyone know 
that. 

I think that it would be fair to say that if you couldn’t do the job 
in the manner that you would like that the Congress, and I am pretty 
sure I speak for every Congressman, would see that you had the 
funds and facilities to do it because it got a little bit out of hand. 

Mr. Gwynne. That is putting it rather mildly. 

Senator Magnuson. I do not have any further questions. 

Senator Dirksen. I have only one question. 

The House did not assign a reason for reducing the estimate by 
$100,000? 

Senator Magnuson. No. 

Senator Dirksen. They did not assign a reason in the report, but 
I wonder if a reason came to your attention ? 

Mr. Gwynne. None has come to my attention. Have you heard 
of anything, Mr. Akerman f 

Mr. Axerman. No, sir. 
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Senator Magnuson. They just say that the increase will let them 
have an accelerated antimerger program which is urgently needed. 

I cannot emphasize too much that if you do feel you can do more 
in this advertising situation, why I wish you would call on the Appro- 
priations Committee. 

I know at least I would be for it, although of course I cannot speak 
for the United States Senate. 

Mr. Gwynne. Thank you, gentlemen. 


LETTER FROM COMPTROLLER GENERAL 


Senator Magnuson. We will place in the record the letter from 
the Comptroller General, in which he is not requesting restoration of 
the House reduction. 

(The letter referred to follows :) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., March 9, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent Offices Appropriation, 
Committee on Appropriations, United States Senate. 

DEAR Mr. CHAIRMAN: Reference is made to your letter dated March 2, 1956, 
which was acknowledged on March 5, 1956, relative to the independent offices 
appropriation bill for 1957. 

For the fiscal year 1957 the General Accounting Office submitted to the Bureau 
of the Budget estimates in the amount of $34,581,000. This amount was approved 
by the Bureau of the Budget and included in the budget submitted by the Presi- 
dent to the Congress. 

Our estimates were prepared to cover only what we believed to be the actual 
needs of the office. Included in our estimates were funds to secure, through 
recruitment, the number of qualified auditors and accountants so vitally needed 
to enable us to perform in a timely manner the enormous task of auditing the 
fiscal operations of the Federal Government. In appearing before the Inde- 
pendent Offices Subcommittee of the House Appropriations Committee, in support 
of our estimates, the matter of the recruitment of accounting and auditing per 
sonnel, and the difficulties encountered to date in securing such personnel was 
fully discussed. The members of the subcommittee were very sympathetic with 
our problem. 

The independent offices appropriation bill, 1957, as passed by the House on 
March 8, 1956, contains an appropriation of $34 million, a reduction of $581,000 
in the amount requested, and provides for an increase of 65 positions in lieu of 
the 144 included in the estimates. The House Appropriations Committee in 
reporting the bill stated that it had no inclination to curtail our activities, but 
felt that because of the high standards and qualifications required of the em- 
ployees we are attempting to recruit that we would experience certain delays 
in securing the full number required. 

While, in our opinion, there is no doubt of the need for the full number of 
employees included in our budget estimates, we cannot guarantee that we will 
be able to obtain the employees needed, even with a vigorous and intensive re- 
cruiting program. Consequently, we are willing to agree to the reduction made 
by the House, with the reservation that should we, through the recruitment pro- 
gram we now have underway, succeed in obtaining more employees than are 
presently provided for in the bill as passed by the House, it will be necessary for 
us to request a supplemental appropriation early in 1957. 

Under the circumstances we are not requesting consideration by your com- 
mittee of the action taken by the House, and unless you so desire we do not 
helieve it necessary for us to appear before your committee. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


76585—56——-8 
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GENERAL SERVICES ADMINISTRATION 


STATEMENTS OF FRANKLIN G. FLOETE, ADMINISTRATOR; MAX 
MEDLEY, COMPTROLLER; MAXWELL H. ELLIOTT, GENERAL 
COUNSEL; W. C. CLEARY, DIRECTOR OF MANAGEMENT; FRED §. 
POORMAN, DEPUTY COMMISSIONER, PUBLIC BUILDINGS; JOHN E. 
STRAWSER, ADMINISTRATIVE OFFICER; WILLIAM A. SCHMIDT, 
DEPUTY DIRECTOR, BUILDINGS MANAGEMENT; T. L. PEYTON, 
DIRECTOR, REAL PROPERTY DISPOSAL; CLIFTON E. MACK, COM- 
MISSIONER OF FEDERAL SUPPLY; ROBERT T. DALY, DIRECTOR, 
STORES DIVISION; JOHN THOMAS, DIRECTOR, PERSONAL PROP- 
ERTY UTILIZATION; ROBERT H. BAHMER, ASSISTANT ARCHI- 
VIST OF THE UNITED STATES; H. E. ANGEL, DIRECTOR, RECORDS 
MANAGEMENT; HERBERT K. HYDE, COMMISSIONER, TRANSPOR- 
TATION AND PUBLIC UTILITIES; G. N. SMULL, DEPUTY COMMIS- 
SIONER; RALPH A. HEDDLESTON, ACTING COMMISSIONER, EMER- 
GENCY PROCUREMENT; STANLEY B. HANES, ACTING DIRECTOR, 
ABACA PROGRAM, GENERAL SERVICES ADMINISTRATION; C. F. 
OGDEN, ASSISTANT DIRECTOR FOR MATERIALS; AND WILBER G. 
FRITZ, CHIEF, PROGRAM COORDINATION DIVISION, OFFICE OF 
DEFENSE MOBILIZATION 


LETTER AND PREPARED STATEMENT 


Senator Magnuson. Next we have the General Services Adminis- 
tration. Mr. Floete? 

Mr. Fioere. Yes, sir. 

Senator Magnuson. You have sent us a letter asking to appear 
which we will put in the record and I understand you have a general 
statement. We will be glad to hear from you. 

Mr. Fviorre. I have a brief general statement which I will submit 
for the record and then paraphrase it for the committee. 

(The information referred to follows :) 


GENERAL SERVICES ADMINISTRATION, 
March 12, 1956. 
Re amendments to H. R. 9739 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropria- 
tion Bill, United States Senate, Washington 25, D.C. 

DEAR SENATOR MAGNUSON: Thank you for your letter of March 2. 

We will have some recommended changes in the bill and will appreciate an 
opportunity to appear before the committee to explain and support such amend- 
ments. 

At the same time we will be pleased to discuss any matters concerning pro- 
grams and operations of GSA which the committee may desire. 

Amendments are now being prepared and will indicate such changes by page 
and line of the bill as reported to the House. 

Sincerely yours, 
FRANKLIN G,. FLoere, Administrator. 
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GENERAL SERVICES ADMINISTRATION 
Ammendment No. 1 
ESTIMATES OF APPROPRIATIONS, 1957 


Proposed amendments to independent offices appropriation bill, 1957, H. R. 9739 
(as reported to the House March 2, 1956) 


“OPERATING EXPENSES, PusLic BuripINes Servicer” 
PROPOSED AMENDMENT 


On page 10, line 23, strike out “$122,694,200” and insert in lieu thereof “$128,- 
084,500”. 
BUDGETARY DATA 


Tee ereerne Cnmmneit ef ose ee $128, 598, 000 
1956 appropiration: 


Annual act, OE, PBS $97, 595, 500 














AMR '0E,, Tn ik i i a 11, 400, 000 
Public Law 94 Supplemental, OF, PBS__-____--_ 3, 885, 100 
Public Law 94 Supplemental, ROR________-_____ 254, 200 
Comparative transfer, administration opera- 
er se ea eee een oink, = 3, 092, 900 
Comparative transfer, OE, NARS______-___-__ —17, 000 
Transfer to operating expenses, TPUS________ —62, 500 
Transfer to operating expenses, TPUS______ —62, 500 116, 148, 200 
Cnne tees. 60 Tee oa er ee aL +-12, 449, 800 
10B0 Di Oe TepOrtee  EGttes 65 on ode oe -... 122, 694, 200 
Proposed amendment___-~_ Biba cag acca aaa dieters _._. 128, 084, 500 
Change from bill as reported to the House______-_______- +5, 390, 300 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimates, pages 19 to 74. 

2. House hearings, pages 633 to 718. 

3. House Report No. 1847, page 7: 

“Operating expenses, Public Buildings Service——This appropriation provides 
for the acquisition, rent, operation, and utilization of general purpose space in 
public buildings over the entire United States, and the maintenance, custody, 
management, and disposal of real property. It includes funds for repairs and 
alterations to Government buildings in the District of Columbia, including a new 
program for air conditioning. For 1957 there are also included certain items 
which have previously been financed from other appropirations, the largest one 
being the item for emergency operating expenses. For these activities the com- 
mittee recommends $122,694,200, which is a reduction of $5,903,800 in the budget 
estimate, and an increase of $6,535,300 over funds to be available for 1956 because 
of several new items including a new air conditioning program and additional 
space which has heretofore been financed by other agencies themselves. 

“The committee has reduced the estimate of $55,501,200 for operation of 
Government-owned space by $1 million, and it has reduced by $4 million the 
$42,393,000 estimate for rental and operation (janitorial service, ete.) of leased 
space. No part of the reduction shall come from cleaning and maintenance of 
buildings. 

“It has come to the committee’s attention that space is not being utilized to 
the best advantage not only in Government-owned buildings but in leased space 
in buildings in various cities. The committee realizes that the General Services 
Administration is responsible for the efficient use of rented space as well as 
space the Government owns, and at the same time is at a disadvantage because 
it has no authority to enforce its judgment against that of any other agency, 
regardless of how flagrant the waste may be. 

“It is proposed that the General Services Administration pursue a more active 
program in 1957 in the space utilization program. To strengthen the General 
Services Administration hand in the better utilization of space the committee 
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will consider the use of limitations on the use of funds to be spent on Govern- 
ment-owned or rented space. The committee is certain that a great amount can 
be saved in this matter and the savings of $5 million in the 2 items above 
in this year’s bill shall be accomplished by reduction in the number of square 
feet of rented space and better utilization of Government-owned buildings. 
“The other reductions are $500,000 for the air-conditioning program in the 
District of Columbia, $41,000 for surplus property disposal, $171,750 for the 
national industrial reserve, $13,500 in excessive costs for purchase-contract 


7 


space, and $177,550 in administrative operations.” 


JUSTIFICATION 


This amendment proposes restoration of the budget estimate, except in items 
totaling $513,500. As House report was specific as to where each portion of 
the cut was made, justification of this appeal for restoration is directed toward 
each, 


1. Reduction of $1 million from estimate for operation of Government-owned 
space 

The principal elements of cost to be financed are utilities, cleaning, and 
maintenance. Utility costs cannot be reduced. In fact utility rates are con- 
tinually increasing. House report states no part of reduction shall apply to 
cleaning and maintenance of buildings. 

Accordingly, application of the cut would require elimination of an average 
of 1,500,000 square feet of Government-owned space. There is no estimate in the 
budget to finance moving and space adjustments that would be required to va- 
cate such a quantity of space even if rented space were available to house the 
occupants. 

Although much Government-owned space is substandard, the Government does 
not own enough space to house all of its operations and has to lease millions of 
square feet of space for the excess. The cut would produce an untenable situa- 
tion. 


2. Reduction of $4 million from rental and operation of leased space 


This cut is equivalent to the cost of some 2 million square feet of space, pres- 
ently under lease for 1957, housing about 14,000 employees of other Government 
agencies. Budget estimates of tenant agencies do not disclose such reductions 
in their employment; in fact, many provide for increases over 1956. 

Extensive reductions in space require many months for planning where space 
reductions are to be made, negotiations with agencies affected, securing quarters 
into which their employees are to be moved, alteration of such space to meet 
needs of agencies, negotiating with lessees for cancellation of leases, moving 
Government equipment to new location, restoring leased premises to original 
condition, and related operations. In addition, there is the matter of addi- 
tional expense involved, such as cost of alterations of space into which agencies 
would be moved, cost of moving their furniture, supplies and equipment, cost 
of restoring premises given up, etc. Funds are not available for meeting such 
expenses. 

GSA has followed an aggressive program of reducing leased space under direct 
appropriations as reflected on page 22 of the justification of estimates. The total 
of 31.4 million square feet in 1953 has been reduced 3.3 million in 1954, 4.4 million 
in 1955 and 2.4 million in 1956, a total of 10.1 million square feet in 3 years. 

The need for leased space is now fairly stabilized and it is contemplated that 
most increases in space requirements of other agencies in 1957 will be absorbed 
by improved utilization of space. 

Under circumstances outlined above, it is urged that the $4 million cut by the 
House be restored in full. 


8. Reduction of $500,000 for air conditioning in District of Columbia 

No appeal is made of the 10 percent reduction. Under $4,500,000 in the House 
bill it is planned to do a complete job in Veterans’ Administration Building and 
some less work than originally planned in South Agriculture unless experience 
demonstrates that work can be accomplished at unit costs below our estimates. 
4. Reduction of $171,750 for National Industrial Reserve 


Cut would necessitate deferral of layaway or maintenance work on plants in 
custody of GSA which would accelerate depreciation and result in higher costs 
later. This situation has been made more acute by net additional requirement 
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of $68,000 in 1957 for increase in maintenance workload for plants added to in- 
ventory since budget was prepared and probability of another requiring main- 
tenance cost estimated at $60,000 per year. 
Full restoration of House cut is urged. 


5. Reduction of $41,000 in surplus property disposal 

Cut would preclude employment of 7 of the 10 new positions proposed in the 
budget estimate. Proportionately, this would reduce the capacity for disposing 
of surplus real property valued at some $25 million. Current declarations of 
surpluses indicate that declarations of property for disposal will greatly exceed 
capacity of present staff. 

In the interest of increasing proceeds to the Treasury and returning properties 
to private use and local taxrolls, it is urged that the House cut be restored. 


6. Reduction of $138,500 in operation of purchase contract space 
Dates of completion and occupancy of buildings acquired under purchase con- 
tracts are not sufficiently firm to sustain an appeal of this 10 percent reduction. 


7. Reduction of $177,550 in administrative operations 


House cut would unbalance the relationship between workload generated by 
the program proposed in the foregoing appeals. Amount included in budget esti- 
mate is necessary to keep performance and financing for administrative opera- 
tions in balance with workload generated by program operations. Under the 
new “Administrative operations fund” operation, it is important that closest 
possible balance be provided in each operation. Restoration of the House cut is 
necessary to carry this out. 


Summary reconciliation of budget estimate, House bill, and proposed amendment 








{ | | 
ah | | Proposed 
an | House bill | House cut | peed amend- 
} ment 
| | 
sili | sia 
rating expenses, PBS...-.----.-- ..--]$128, 598, 000) $122, 694, 200) —$5, 903, 800 +5, 390, 300 \$128, 084, 500 
Government-owned space - -.------- 55, 501, 200} 54, 501, 200 ds 000, 000 +1, 000, 000| 55, 501, 200 
Leased space - - - secncnacsecnsuat | Sn: 2h 393, 000} —4, 000, 000) +4, 000,000) 42, 393, 000 
Purchase contract space 135, 000 121, 500} —13, 500). ______._.. 121, 500 
Air conditioning in District of Colum- 
bia. .- ‘ 5, 000, 000 4, 500,000| —500, 000 r 4, 500, 000 
National industrial reserve a } 1,717,200) 1,545,450} —171,750, +4171,750) 1,717,200 
urplus property disposal_-_--_--------.| 541, 000 500, 000 —41, 000 +41, 000 541, 000 
Administrative operations--------- _.| 3,448, 000 3, 270, 450 —177, 550 +177, 550 3, 448, 000 
DT Ee 8 cael ae | 19, 862,600} 19, 862, 600)......____ coer 19, 862, 600 
| 


GSA Amendment No. 2 
REPAIR, IMPROVEMENT, AND EQUIPMENT 


PROPOSED AMENDMENT 


On page 11, line 21, strike out “$42,565,550” and insert in lieu thereof “$42,638,- 








000", 
BUDGETARY DATA 
a a rea al it es eae eee _ $44, 138, 000 
1956 appropriation : 
CI aici icles or any eseeplogpenasen as Ghiegneser =e $25, 000, 000 
I inca thi ta mnneeiee entdeeionin aes 1, 150, 000 
- 26, 150, 000 
ON I sa ig ayeceeciea sei alanine +17, 988, 000 
SRY sane an AO ait ce dls ovina slope oan anaes 42, 565, 550 
PORN TRIN aris, titan citsnsintt sathdiinepabi t-inltithlann thin Apaubsias aed 42, 638, 000 





Change from bill reported to House__.-_.-.--------....--- +72, 450 
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LEGISLATIVE HISTORY 


1. GSA justification of budget estimates, pages 75 to 86. 

2. House hearings, pages 719 to 731. 

3. House Report No. 1847, page 8: 

“Repair, improvement, and equipment of federally owned buildings outside 
the District of Columbia.—The committee recommends $42,565,550 for this item 
to finance repairs, renovation, and improvements for over 4,400 buildings out- 
side the District of Columbia. This is an increase of $16,415,550 over 1956 
and $1,572,450 less than the budget estimate. The estimate includes an increase 
of $15 million for air conditioning of buildings, which is reduced by $1,500,000 
by the committee because of the high unit cost in the estimates for work to be 
performed. The increases of $4 million for remodeling and extension of old 
buildings and $440,800 for normal repairs are approved as requested, and ad: 
ministrative operations costs are increased by $72,450.” 


JUSTIFICATION 


Principal reduction by the House was directed toward air conditioning of 
buildings outside the District of Columbia. Until some projects are put on the 
market, GSA is not in position to dispute House contention that unit costs shown 
in justification are high. Consequently, no appeal of the $1,500,600 cut is pro- 
posed. 

It should be understood, however, that the budget estimate merely proposed a 
$15 million start toward a long-deferred program of air conditioning outside the 
District of Columbia for which total cost is estimated at some $93 million just 
for buildings in the most critical areas (zone A). 

This amendment proposes restoration of $72,450 cut by the House in cost of 
administrative operations for the entire repair and improvement program. 

Amount included in budget estimate is necessary to keep workload generated 
by program operations and administrative operations support in balance. Cut 
by the House would destroy this balance. 

Under the new administrative operations fund operation, it is important that 
the closest possible balance be provided for in each appropriation item. 


GSA amendment No. 3 
OPERATING EXPENSES, FEDERAL SUPPLY SERVICE 
PROPOSED AMENDMENT 
On page 138, line 7, strike out “$81,000” and insert in lieu thereof “$225,000”. 
BUDGETARY DATA 


1957 budget estimate (travel limitation only) 
1956 travel limitation, including supplemental 59, 750 


Change, 1956 to 1957 


1957 bill as reported to House (travel limitation only) 
Proposed amendment (travel limitation only) 


Change from bill reported to House 
LEGISLATIVE HISTORY 


. GSA justification of budget estimates, page 121 and 142. 
. House hearings, subject not discussed. 
3. House Report No. 1847, subject not mentioned. 


JUSTIFICATION 


The new proviso added by the House committee on page 13, lines 8 through 
16, provides an additional $1 million over the budget estimate for increasing 
activities in disposal of surplus personal property. It is estimated that this 
will finance approximately 100 additional positions largely for on-site work 
wherever the surplus property is to be sold. This involves travel status for 
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about 75 employees estimated at an average of 84 travel days each at $23 per 
day, or $144,000. / 

As this was not contemplated in the budget estimate, it is necessary to in- 
crease the travel limitation of $81,000 in the House bill to $225,000 as provided 
in this proposed amendment. 


GSA amendment No. 4 
OPERATING EXPENSES, FEDERAL SUPPLY SERVICE 
PROPOSED AMENDMENT 
On page 13, line 7, strike out “$2,809,400” and insert in lieu thereof “$3,092,400”. 


BUDGETARY DATA 








1957 budget estimate (less $935,600, PPUD)---------------------- $3, 092, 400 
1956 appropriation : 
NNN EM a as cd asi a legs In $3, 005, 000 
DE NOUNE Ls 5 ces cemceccmusswanewnamnnnee 200, 000 
Public Law 04 supplemental.......................4...- 207, 900 
Comparative transfer, administrative operations___- 422, 800 
Transfer to “Operating expenses, TPUS”____------- — 464, 400 
Deduct for personal property utilization and dis- 
URE cei ee ee tend ana — 841, 000 
——_ 2, 530, 300 
Change 1956 to 1957_.__.._.-.....- ciniiaiinlicusoneice na iakedcmcare ina +562, 100 
TOGs were gn Cer tO NG es ee Se ace eens 2, 809, 400 
P Peer Ne se on a ka a ee 3, 092, 400 
Change from bill reported to Howse... on occ +283, 000 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimates, pages 106 to 142. 

2. House hearings, pages 766 to 817. 

3. House Report No. 1847, page 8: 

“Operating expenses, Federal Supply Service—The committee recommends 
$2,809,400 for this purpose, which is a reduction of $395,600 in the amount appro- 
priated for 1956, and $1,218,600 less than the budget estimate. The bill also 
contains a provision for financing the surplus and excess personal property pro- 
gram of the General Services Administration from the proceeds of sale of 
surplus personal property by making $1,935,600 available from such funds, which 
is $1 million more than the amount proposed for such program in the budget 
estimates. During hearings it was testified that at a cost to the taxpayers of 
$1,500,000 the revenues coming into the Treasury could be increased by $80 
million and that the rate of return on sales of surplus personal property could be 
raised from 7 to as much as 14 percent if experienced disposal specialists could 
be employed to improve merchandising and marketing methods in the sales of 
surplus commodities. The General Services Administration has responsibility 
for either selling Government surplus personal property or seeing to it that it is 
sold economically and efficiently. Most of the surplus will come from the Depart- 
ment of Defense and the progress of this program will be followed with con- 
siderable interest. * * *” 


JUSTIFICATION 


Although the House report did not disclose application of the cut to specific 
activities under this item, it is presumed that none was intended on administra- 
tive operations in view of increase inserted by the House for property utilization 
and disposal. 

Effect of the cut on program activities would depend upon where it is applied. 
Arbitrary application is avoided by explaining the advantages to be gained by 
restoring the amount cut by the House. 
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Summary reconciliation of budgel estimate, House bill, and proposed amendment 


| 
House Appeal to 
change senate 


Operating expenses, FSS 1956 avail- | Change to 


able 1957 budget Budget 


' 
| 
Motor vehicle management...| $160,000 | +$3,900 | $164, 000 | 
Supply-schedule contracting. 700,000 | +53,000 | 753, 000 | 
Supply standards_---- 629,000 | +367, 300 | 996, 300 || eno. 

Inspection... 92,500 |. vt 92, 500 | | ~ $283, 000 | 
Supply management 125, 300 +82, 700 208, 000 | 
Service administration a 400, 600 | | 


| 


+$283, 000 | 





| 
2, 614, 400 | 28. | +283, 000 


Subtotal................| 2,107,500 | +506, 900 ae | 
5, 600 | 


Administrative operations....| 422,800 | +55,200 | 478, 000 | 
Personal property utilization | 


| | | 
and disposal 841,000 | +94,600 | 935,600 |+1,000,000 | +65, 600 | 
Total. --.--=-----| 3,371,300 | +656,700 | 4,028,000 | +717,000 | +283, 000 | 
From proceeds of sales... - | ee ee he —1, 935, 600 





Bydirectappropriation..| 3, 371, 300 | +656, 700 | 4,028,000 [—2ae, 00 | +283, 000 
| | 





1. Motor-vehicle management 

Increase requested for 1957 of $3,900 is almost entirely attributable to travel 
expense in making onsite surveys leading to establishment of motor pools. 
This travel should not be curtailed and full amount of budget estimate should 
be provided. 


2. Supply-schedule contracting 

Increase of $53,000 requested for 1957 would provide an established source 
of supply for additional items making it unnecessary for using agencies to 
earry on separate negotiations with suppliers to obtain items. Full amount 
of budget estimate will result in savings to Government by eliminating expense 
of duplicate negotiations and in price of items. 


3. Supply standards 

Increase of $367,300 requested in 1957 is entirely for completing the 2-year 
project of identifying and describing items included in GSA stores stock catalog 
and direct order purchase programs. This project is well underway. Early 
completion is important in order to coordinate civilian supply system with that 
of DOD which is becoming a constantly increasing customer of GSA as source 
of supply. 

Delay in common system of item identification between GSA and DOD creates 
confusion and abnormal backlogs in supply and delivery schedules. The full 
amount of the budget estimate is necessary to complete this project and 
eliminate present adverse conditions as soon as possible. 


4. Supply management 

Increase of $82,700 requested in 1957 is to provide for a fundamental realine- 
ment of this operation from which greater economies are expected than have 
been realized heretofore. It will provide for continuous observations of supply 
operations of other agencies having major supply problems and will make 
possible simultaneous installation of improved practices by all such agencies. 

Full amount of the budget estimate is required to carry out this plan for 
improving supply practices in the respective agencies. 

5. Personal property utilization and disposal 

The House committee added a new provision in the bill for financing excess 
and surplus personal property activities of GSA from proceeds of sale of surplus 
property. It also provided an additional $1 million over $935,600 included in 
budget estimate for this purpose. 

Authority to dispose of surplus personal property is currently delegated to 
owning agencies. This delegation of authority will be modified in carrying out 
the program envisioned by the House action. The program will involve the use 
of GSA sales experts, with limited clerical assistance, handling the merehan- 
dising and marketing aspects of sales at a number of major generating points 
of surplus property. Program anticipates cooperation of owning agencies who 
will continue to bear costs of physically preparing property for sale. There 
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would be no transfer to GSA of property accountability. GSA would provide 
only selling personnel at these installations. 

It is estimated that the additional program workload will generate an 
administrative operations workload requiring $65,600 more than was provided 
in the budget estimate. This added amount will be deposited in the administra- 
tive operations fund. 

GSA amendment No. 5 


EXPENSES, GENERAL SUPPLY FUND 
PROPOSED AMENDMENT 
On page 13, line 23: Strike out “$14,270,000” and insert in lieu thereof 


$15,344,000.” 
BUDGETARY DATA 


TO I: Ci cccticcicch niente escent otic tilting $15, 344, 000 
1956 appropriation : 
III OR sarin tities ance nace cats pil ales in tema $12, 000, 000 
DAIRIRED, u.ctaiiiegicniinnn thin edna ans 1, 000, 000 
Fuolic Law 94 sepplemental...... 1... 640, 600 
Comparative transfer administration operation__--- 37, 2 


13, 677, 800 


CIS PGI IN fi sn cass cic aa ae adh taco Abe es cana maa 1, 666, 200 
1007 (EN ee COORONG Ve TOO nic hicrtcecnerms 14, 270, 000 
PEODORCE GOORIN 6 niintan nn sttiewctlnatticieiibhidddnctnbemestiniaks 15, 344, 000 
Change from bill as reported to House____---.------------ 1, 074, 000 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimates, pages 143 to 171. 

2. House hearings, pages 818 to 856. 

3. House Report 1847, page 9: 

“Haepenses, general supply fund.—The bill includes $14,270,000 for financing 
the nationwide supply system of the General Services Administration. This is 
an increase of $1,270,000 over 1956 and $1,074,000 less than the budget estimate. 
The overall appropriation reflects a decrease of $718,200 for certain items of 
cost and additions of $1,988,200. The committee has approved approximately 
two-thirds of the increase in each activity except for administrative operations 
where an increase of $199,400 is approved. 

“Total sales for 1957 are programed at $203 million as compared to $169 
million for 1956 and $149 million for 1955. The increase is largely due to 
purchases by the Department of Defense, which is making increasingly greater 
use of the General Services Administration stores for the purchase of common 
use items, and other facilities for purchases of items for direct delivery.” 


JUSTIFICATION 


Statement in the House report that the amount included in the House bill for 
financing the nationwide supply system is $1,270,000 more than is available for 
1956 overlooks the pending supplemental of $640,600 for pay increases under 
Publie Law 94 and a comparative transfer of $37,200 from “Administrative 
operations.” The net increase is only $592,200. 

In the second paragraph on this item, the House report recognizes the increase 
of $34 million in the sales program from $169 million in 1956 to $203 million in 
1957. The increase in workload is 20 percent. This increase in sales volume 
cannot be performed with only a 4.3 percent increase in expense which the House 
bill would allow. 

The effect of the House bill would be that GSA would have to refuse to accept 
orders from customer agencies to the extent of about $22 million in 1957. This 
would result in greater cost to the Government by forcing agencies to procure 
the supplies themselves, and at the same time would lose economies inherent in 
centralized procurement and distribution of common use items. 

To date in 1956, sales have been increasing monthly at a rate which clearly 
indicates that the $208 million total on which the 1957 budget estimate was based 
will not only materialize, but will probably be exceeded. 
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On the other hand, operating expenses are being progressively reduced. The 
cost per $100 sales in 1955 was $8.38. The budget estimate for 1957 provides 
$7.55, a decrease of 10 percent despite increased pay costs due to Public Law 94 
and increased costs for other expense items. In fact, the budget estimate pro- 
vides only $4.90 per $100 sales for the increase of $34 million in sales. This 
demonstrates GSA’s determination to perform the program with increased 
operating economy and efficiency. 

Although not the subject of amendment to the bill, the House report indicated 
a reduction of $199,400 in the amount for administrative operations for support- 
ing this program. Cost of such support in 1955 was $1.74 per $100 of sales. 
The budget estimate for 1957 is based on $1.55, a reduction of 19 cents per $100 
or 11 percent, despite pay increases under Public Law 94. The House cut would 
make the reduction 29 cent per $100, or 16.7 percent, which could not be met 
and would hamper the proper balance between operations and administrative 
support. 

It is emphasized that this amendment contemplates restoration of the reduc- 
tion from the budget estimate, including the reduction in administrative opera- 
tions as disclosed in the report. To perform the sales program of $208 million 
in 1957 it is essential that the full $15,344,000 of the budget estimate be restored. 


GSA Amendment No. 6 
OPERATING EXPENSES, NATIONAL ARCHIVES AND ReEcorps SERVICE 
PROPOSED AMENDMENT 


On page 14, line 11: Strike out ‘$6,818,650” and insert in lieu thereof 
“$6,893,650”. 
BUDGETARY DATA 


1957 budget estimate______~_ a a se al iN ae te $6, 977, 000 
1956 appropriation: 

Annual Act $5, 550, 000 

Supplemental 122, 500 

Public Law 94, supplemental 327, 5 
Transfer from Veterans’ Administration 121, 000 
Comparative transfer OE, PBS 17, 000 
Comparative transfer administrative operations__ 

6, 498, 300 


Change 1956 to 1957__- +478, 700 
1957 bill as reported to House 6, 818, 650 
Proposed amendment 


Change from bill reported to House 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimates, pages 180 to 208. 

2. House hearings, pages 895 to 917. 

3. House Report No. 1847, page 9: “Operating expenses, National Archives 
and Records Service.—The committee recommends an appropriation of $6,818,650 
for expenses of the National Archives, the 10 regional records centers, and 
5 annexes, and other related services in 1957. This is an increase of $1,146,150 
over current appropriations and $158,350 less than the budget estimate. The 
amount provided will finance increases of $75,000 for records-management 
activities, $159,500 for records centers, $100,000 for the National Archives and 
related services, and $8,350 for administrative operations costs after Pay Act 
costs and other adjustments are taken into consideration. In 1955 the Govern- 
ment created fewer records than it destroyed for the second consecutive year, and 
the regional records centers expect to administer in excess of 3,700,000 cubic 
feet of records in 1957.” 

JUSTIFICATION 


This amendment provides for restoration to the budget estimate of House 
cut in only one of the 3 functions reduced. 

Budget provided for an increase of $150,000 over 1956 for the “Records 
management” activity which the House cut by $75,000. Although not speci- 
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fied in the report, it is assumed that denial of an item for “Survey of Govern- 
ment records” is reflected in this cut to the extent of $40,000 included in the 
budget estimate for expense of monitoring such surveys. 

A separate amendment provides for restoring the “Survey” item in full 
which would require restoration of $40,000 here for monitoring surveys. 

Remaining $35,000 restoration is requested to add 5 positions to the regular 
Records Management staff to accelerate implementation of Hoover Commission 
recommendations for improving records management practices in other agencies 
not covered by limited number of Surveys possible under that item. This will 
speed up realization of savings and economies which we have not yet been 
able to bring about due to staff limitations. 


GSA Amendment No. 7 
SURVEY OF GOVERNMENT REcORDS 
PROPOSED AMENDMENT 


On page 14, after line 11, insert “Survey of Government records, records man- 
agement, and disposal practices: For necessary expenses in connection with 
conducting surveys of the records of Federal agencies and of records manage- 
ment and records disposal practices in Federal agencies, pursuant to section 
505 (c) of the Federal Property and Administrative Services Act of 1949, as 
nmended, $200,000.” 

BUDGETARY DATA 


1057 Budset estimate. 22.2. as aiden ces naan ae Seas $200, 000 
1056. MpPPOnTIAtiOn.. .n.-.33. hk ates at eee ee ee eee 


I ueree ke, Sai el aes +200, 000 
1957 bill as reported to House___------~-- bl wo tcuit hap aco dS ae a te cea 
PCr cey pueie he e ee eaeeeeoee 200, 000 
Ohange from bill as reported to House. =...2.. 2... +200, 000 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimates, pages 209-211. 

2. House hearings, pages 897-900, 917-919. 

3. House Report No. 1847, page 9: “Survey of Government records, records 
management, and disposal practices.—The committee has denied the budget re- 
quest of $200,000 for contracts with private concerns for studies of records man- 
agement and records-disposal practices of Federal agencies. The Government 
has already obtained maximum benefits that are to be received from such serv- 
ices with the $300,000 appropriated for this purpose in 1955. The General 
Services Administration is now staffed with expert personnel in its records cen- 
ters who are capable of accomplishing the same results, and if a special program 
is necessary the committee will consider a decrease in funds for such records 
activities.” 

JUSTIFICATION 


The House action disallowing this item will impede early action in effecting 
the recommendations of the Hoover Commission. The Commission estimates 
annual costs of Government paperwork to be $4 billion, and predicts savings of 
$255 million by more efficient operations. The $300,000 appropriated in 1955 
for records management surveys by private management firms resulted in savings 
accomplished to date of $4.2 million, a return of 14 to 1. 

To speed up realization of such savings the regular GSA staff must provide 
strong and continuing technical leadership. Surveys by private contractors can 
be immediately useful and effective in certain problem areas. Thus, surveys 
should supplement but not substitute for the long-range, continuous efforts of 
the GSA records management staff. 
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GSA amendment No. 8 
OPERATING EXPENSES, TRANSPORTATION, AND PUBLIC UTILITIES SERVICE 


PROPOSED AMMENDMENT 


On page 14, line 16: Strike out “$1,251,100” and insert in lieu thereof 
“$1,407,000”. 
BUDGETARY DATA 


1957 Budget estimate (new item) 
1956 Appropriation (funds all derived by transfers) : 
From— 
Operating expenses, FSS 
Operating expenses, PBS 
Strategic and critical materials 
Administrative operations 


1, 137, 100 


Change 1956 to 1957 
Be Wall: OF BORRTIEE 60 TIONG is cineeitnk sk cgiiinia nda: 
Proposed amendment 


Change from bill reported to House 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimates, pages 212 to 229. 

2. House hearings, pages 919 to 936. 

3. House Report No. 1847, page 10: “Operating expenses, Transportation and 
Public Utilities Service——This is a new appropriation in 1957 which groups 
together for the first-time activities in the transportation and utilities fields 
that were included as parts of other services in the General Services Adminis- 
tration in 1956. The areas of work proposed for financing in this new service 
are traffic management, furnishing freight rates and routing services to civil 
agencies, negotiating with carriers and utility companies for beneficial rates 
where justified, and contracting for transportation and public utilities services. 

“The committee recommends $1,251,100 for 1957, which is an increase of 
$114,000 over 1956 and $155,900 less than the budget estimate. The increased 
appropriation will enable the Service to expand its functions substantially, and 
it is expected that it will more than pay for itself in savinges to the Government.” 


JUSTIFICATION 


Instead of expanding functions substantially as suggested in House report, 
the Transportation and Publie Utilities Service will barely be able to handle 
increased transportation services necessary for increases in GSA’s own purchase 
programs. House cut will further defer centralization of transportation func- 
tions of other agencies into GSA, an objective of the Federal Property and Ad- 
ministrative Services Act of 1949, as amended, and strongly recommended by both 
Hoover Commissions. It will also prevent extension of transportation service 
to field installations of other agencies where traffic originates and delay estab- 
lishment of economical areawide public-utilities contracts in additional locations. 

Technical transpotration and utilities service saves money—some $13 for every 
$1 of cost. Current coverage represents about 50 percent of the area to be 
served. Restoration of $155,900 cut by the House is essential to initiate progres- 
sive extension of service to agenices represented in the 50 percent area not now 
covered. Based on documented achievements over past several years, additional 
savings of $3.7 million over 1956 are expected to result from the full increase 
provided in the budget estimate. 

Full restoration to the budget estimate is urged. 
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GSA Amendment No. 9 
STRATEGIC AND CRITICAL MATERIALS 
PROPOSED AMENDMENT - 


On page 14, line 22: Strike out “$3,000,000” and insert in lieu thereof 
“$3,351,000”. 
BUDGETARY DATA 


1957 Budget estimate (amount included for operating expenses, no 


RE SIIIIN III iE INCI Peis ciciccsnsentnitsisessianic taint tanicences oan gnsasiananenitmeanentsaialaeteaaaalie $3, 351, 000 

1956 Appropriation (limitation adjusted for comparability) ~------__ 3, 454, 200 
Me OE UR RO ce eo gaa he nn ae ee eee —108, 2 

106s Tee we Perce t HeOune. go SS So ee eee 3, 000, 000 

CI em ne cs aii cc cep en ech cia enema 3, 351, 000 

Cmenee from till reported te TIgGte. ..... nde ccicasencssn= +351, 000 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimates, pages 246 to 266. 

2. House hearings, pages 883 to 887. 

3. House Report No. 1847, page 10: “Strategic and critical materials —The 
budget contains no request for additional funds for this item in 1957 as there are 
sufficient unobligated balances of prior year funds still available. The language 
included in the bill is to authorize the use of available funds for specified pur- 
poses, and the committee has limited the funds that may be used for operating 
expenses in this program to $3 million in 1957, which is a reduction of $351,000 
in the amount included in the budget estimate for this purpose. * * * 


JUSTIFICATION 


This amendment proposes full restoration of the amount of limitation for 
expenses of operation to amount included in the Budget estimate. 

Discussion of expenses of operations reported on pages 883 and 884 of House 
hearings shows inclination to appraise need for such operations on basis of vol- 
ume of purchases during the year. As consequence of programing a lower 
volume of purchases in 1956 and 1957 than in prior years, the House reduced 
the limitation for expenses of operation. 

However, volume of new purchases is but one factor for determining workload 
of stockpile operations. Following table from page 246 of justification of esti- 
mates gives principal factors which influence workloads of such operations. 


{Work in millions of dollars] 


1955 1956 1957 
PCI miners bees ae $578.8 $196. 9 $210. 7 
DAs iat eutananbin’ kta hel divpndhts Bivens Bo ed bee 776. 7 451.9 | 322. 7 
Pr CR CIID Fi dois hd sc nnchitad ccapnaamnews ; ai 58.2 | 105. 9 | 107.0 
Sales (rotation) _.........--- aca ka ic abnahie aati wadcoaaa cacao 46.8 95.3 06. 4 
Inventory in custody (June 30). .-.---...----------- 5, 664.0 6, 115.9 6, 438. 6 
FR ace atid s cintiaabuaieinsaaeeeyicken pekin sania 7, 124. 5 | 6, 965. 9 7,174.7 


This table confirms the decrease in new purchases in 1957 below 1955 which 
we discussed with the House, as well as in deliveries. However, these decreases 
are more than offset by increases in other work factors so that total for 1957 is 
actually greater than either 1955 or 1956. 

Amount included in budget estimate for 1957 represented a reduction of 
$103,200 despite proposed increase of $24,600 for more complete audit of the 
program. Importance of proper and adequate management, supervision, and 
operation of this tremendous program cannot be over emphasized. Experience 
leads to conclusion that the amount in the House bill will not provide proper 
supervision. 

Full restoration to the amount included in budget estimates is urged. 
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GSA amendment No. 10 
ABACA FIBER PROGRAM 


PROPOSED AMENDMENT 


On page 15, line 21, strike out “$100,000” and insert in lieu thereof “$117,500.” 


BUDGETARY DATA 


1957 budget estimate 
1956 appropriation (including $8,000 supplemental Public Law 94 pay 
increase ) 


Change, 1956 to 1957___--- seas sain acdc a edata nant ate 
1957 bill reported to House 
Proposed amendment 


Change from Dill S6pOrted: 00: TOUR kk <iciiicenicencncrneieccesn +17, 500 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimates, pages 274 to 284. 

2. House hearings, pages 886 to 892. 

3. House Report No. 1847, page 10: 

“Abaca fiber program.—The bill contains a limitation of $100,000 on admin- 
istrative expenses for this program, which is $17,500 less than the amounts 
provided in 1956 and proposed in the budget estimate. The purpose of this pro- 
gram is to provide a Western Hemisphere source for abaca fiber which is essen- 
tial for making rope in case normal supplies are unavailable during an emer- 
gency. The program is conducted on a minimum basis by contracts with private 
firms and funds provided within the limitation should be adequate to maintain 
the program on such a basis.” 

JUSTIFICATION 


This amendment provides for full restoration of the budget estimate of 
$117,500 which is $8,000 less than the amount for 1956. Workload data for this 
program on page 278 of justification of estimates discloses no decrease in 1957 
below 1956. 


1957 


Acres to be harvested q . 10, 000 
Acres in standby ae = 5, 5, 000 
Production in pounds_--_- come : | 20, 653, 283 | — 12, 000, 16, 000, 000 
Sale in pounds._. ieee “a 21, 103, 800 20, 20, 000, 000 


Since taking over this program from RFC, GSA has reduced the cost of ad- 
ministering it from $173,600 in 1954 to $117,500 for 1957. The latter amount will 
provide for only the minimum staff necessary for administering in Washing- 
ton and Central America the production contract with United Fruit Co.; ex- 
amination of all operations and expenditures of the contractor; arranging for 
shipping of abaca fiber from Central America to warehouses in the United 
States; negotiating sales of fiber; direction of research in connection with 
growth of abaca and byproducts of fiber and related administrative operations. 

Sales in 1957 will equal that for 1956 and production will be even greater. 

As this program provides the Nation’s only dependable source of this critical 
material in this hemisphere, it is important that it not be allowed to drop below 
present readiness for rapid expansion of production in case of a national 
emergency. 
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GSA Amendment No. 11 
ADMINISTRATIVE OPERATIONS FUND 
PROPOSED AMENDMENT 
On page 16, line 24, strike out “$9,278,200” and insert in lieu thereof 
“$9,802,550.” 
BUDGETARY DATA 


TCI rn it i ei he tices cece needs _... $9, 745, 300 
1956 appropriations (comparable amount) -------------------- _. 8,811,100 





CTD Tae: 0) Dek wh ccc . aieaccewiee eS eee 
1957 bill renerted to House.............- jc eases aterin ale eiate raeae _ 9, 278, 200 
ECG a ead iiss aac cithicin aecacingiintealaenniiby _.__ 9, 802, 55 


Change from bill as reported to House___---_--_-__----~- _... +524, 350 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimates, pages 291 to 292. 

2. House hearings, pages 940 to 953. 

3. House Report No. 1847, page 11: 

“Administrative operations fund.—The bill contains language as proposed 
n the budget estimate establishing a fund from which all legal, financial, ad- 
ministrative, compliance, information, and business service center services are 
financed. The amount of limitation for 1957 is $9,278,200, a reduction of $467,000 
in the budget estimate and an increase of $467,100 over 1956. Each program 
appropriation for the General Services Administration includes administrative 
operations costs which are deposited into the administrative operations fund, 
and costs are allocated according to work performed against the various pro- 
grams and may not exceed the amount that has been deposited for the credit 
of that item. * * *” 

JUSTIFICATION 


This amendment will adjust the limitation on amount to be deposited in the 
administrative operations fund to reflect changes in amounts for administrative 
operations for individual operating programs in foregoing amendments. 





| 











. GSA — 

Budget es Changes cae This 
estimate House bill | appealed | ——_ jamendment 

| 
Operating expenses, PBS-........------ __| $3, 448,000 | $3, 270,450 | +$177, 550 1 | $3,448,000 
Repair, improvement, and equipment | 520, 000 447, 550 +72, 450 2 520, 000 
Sites and planning..._____- 141, 000 141,000 | cited ai tintlosia Sete 141, 000 
Operating expenses, FSS_._...___-- 478, 000 478, 000 +65, 600 | 4 543, 600 
Expenses, GSF_. is beak eas cae a 3, 144, 009 2, 944, 600 +199, 400 5 3, 144, 000 
Operating expenses: | | 

|) aE ae cdmaea 377, 000 src Ect 368, 650 
eR ai onda 4s — simak apa earls 270, 000 207, 000 sgh maine boas — 207,000 
Strategic and critical materials___- ..--| 1,375,000 1, 375, 000 : hiaRdl cei aed 1, 375, 000 
Abaca fiber program..._._.---- : | 55, 300 55, 300 pe tee 55, 300 
< SGN: bch Sifonkwensks dnd dwnosnanctateawenweds —9, 350 +9, 350 donk ebpovid ae sanbikigiaaes 
Tah an edie ncn meaasiel 9, 745,300 | 9,278,200 | -+524,350 |............| 9, 802, 550 


Justification of the changes set forth above is given in amendments proposed 
for the respective appropriation items affected. 


GENERAL STATEMENT OF THE ADMINISTRATOR TO THE INDEPENDENT OFFICES 
SUBCOMMITTEE OF THE SENATE COMMITTEE ON APPROPRIATIONS 


Mr. Chairman and members of the committee, we appreciate the opportunity 
of appearing before you to explain the amendments which we have proposed 
to the independent offices appropriation bill for 1957. 
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The budget for 1957 included 14 items for GSA totaling $221,624,000. The 
following table shows the comparison of 1957 estimates as compared to 1956 
and the effect of the House action: 


° a Estimates, | House House 
item ; =" 1957 | action change 


. Operating expenses, P BS - .| = 200 | $128, 598,000 | $122, 694,200 | —$5, 903, 800 
2. Repair, improvements, and equipment sintoe 26,150,000 | 44,138,000 | 42, 565, 550 —1, 572, 450 
3. Sites and planning, purchase contracts....../ 18, 975, 000 | 5, 000, 000 | 5, 000, 000 | 

. Payments, purchase contracts. -- 237, 000 | 237, 000 
5. Hospital facilities in District of Columbia 

Gen OE SID occ eccucnsinsiwcccduws 9, 700, 000 5, 300, 000 5, 300, 000 | : 
. Operating expenses, rss... i 3, 371, 300 4, 028, 000 2, 809, 400 —1, 218, 600 
(a) Personal ears utilization and | | 
disposition. ..-- - - nek oat ...----| 71,935,600 | +1, 935, 600 

. Expenses, GSF- : j 13,677,800 | 15,344,000 , 14,270,000 | —1,074,000 
3. General supply fund (capit: al)... , | 10,000, 000 BO EO fe oceidesasuasen 
9. Operating expenses, NARS--- 6, 498, 300 6, 977, 000 | 6, 818, 650 — 158, 350 

. Survey of Government records. - - -- ‘ 200, 000 | -- mde slae — 200, 000 

. Operating expenses, TPUS. 1, 137, 100 1, 407, 000 1, 251, 100 —155, 900 

. Salaries and expenses, Office of Administra- | 

ate a 8, , 000 395, 000 395, » 000 


Subtotal... --- gas . 196, 035, 700 | | 221, 624, ‘000 213, 276, 500 | 8, 347, 500 

. Strategic and critical materials---- 548, 470, 000 | .|—199, 349, 000 | —199, 349, 000 
(a) Operating expenses (limitation) -.- (4, 000,000) | (3, 351, 000)! (3, 000, 000) (—861, 000 

14. Abaca fiber program (limitation) . (125, 500) | (117, 500) (100, 000) | (—17, 500 
5, Administrative operations fund (limitation) - aol (9, 745, 300) (9, 278, 200) (—467, 100 


haw 


Total (net) -. -_ 744, 505, 700 221, 624, 000 13, 927, 500 | —207, 696, 500 





! Includes supplementals, transfers, and proposed supplementals due to pay-act (Public Law 94) increases. 
3 Funds to be derived from proceeds of sales. 


Accordingly, the bill as reported to the House included 13 items totaling 
$213,276,500. The changes can be summarized as follows: 

(1) A rescission of $199,349,000 of funds previously appropriated for the 
stockpile program. 

(2) A new method for financing GSA’s activities in utilization and disposal 
of surplus personal property is provided by authorizing the use of the proceeds 
of sale of surplus property. In this connection the House eliminated $935,600 
from the appropriation estimate but authorized GSA to expend a total of $1,- 
135,600 for this purpose, derived from the proceeds of sales of surplus property. 

(3) Several additional reductions in other appropriation items totaling 
$9,347,500. 

(4) Reductions in 3 limitation accounts totaling $835,600. 

GSA raises no question on the action taken by the House on points (1) and 
(2). However, the analysis of the reductions covered by points (3) and (4) 
discloses that, if such reductions prevail, our ability to perform GSA’s basic 
functions would be seriously impaired. 

Congress has placed in GSA the responsibility for leadership and services to 
bring about sound and economical management of the Government’s property 
and records. We will discharge these responsibilities to the best of our ability, 
but our capacity will be determined largely by financing provided by the Congress. 

Since becoming Administrator of GSA, I have examined the extent of our 
workload, areas of work where we are putting forth our greatest effort and 
GSA’s financial resources with which to perform these tasks. As a result, we 
have submitted to you 11 amendments to the bill as reported to the House. 

The necessity for each amendment for financing essential services to and for 
other Government agencies has been carefully considered. We, therefore, strongly 
urge the committee to approve and sustain the amendments proposed. 


APPEAL FROM HOUSE ACTION 


Mr. Fiorre. We are appearing today with reference to certain 
amendments that we have proposed to the House action on the inde- 
pendent offices appropriation bill for 1957. 

The budget for 1957 included 14 items for GSA, totaling $221 
million. There is a table in my general statement which breaks down 
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these various budgetary items for the year 1956, our budget estimates 
for 1957, the House action and the amount of the House change. 

The subtotal is $196 million for 1956, $221,624,000 as submitted in 
the budget estimates and the House action, $213,276,500. 

Item 13, $199,300,000, is rescission of a prior appropriation in the 
strategic and critical materials field. Accordingly, the bill, as re- 
ported to the House, included 13 items totaling $13,236,500. 

The changes made by the House can be summarized as follows: 


RESCISSION OF STOCKPILE FUNDS 


No. 1, rescission of $199,349,000 of funds previously appropriated 
for the stockpile program. We are not appealing from that decision. 
We will have enough funds to carry out the 1957 program as now con- 
templated, I believe, $210 million, and will still have a remaining 
balance available of about $100 million. 

Senator Drrxsen. I guess you will not use all of the $210 million. 

Mr. Fiorrr. We expect to use the $210 million, but even after this 
rescission, we will still have $100 million left if we obligate the $210 
million. 

Senator Magnuson. But this does carry out the request of the Office 
of Defense Mobilization ¢ 

Mr. Firoerr. Yes,sir. We are 2] in agreement. on that. 

Senator Magnuson. Right there, we always ask this question here 
when you come up. What is in the shortest supply ? 

Mr. Fiorre. Well, we have the complete tables here. I would rather 
submit it later. We do have the information right here. 

Senator Magnuson. All right. It is good information for the 
committee because this is a fairly large amount we are appropriating 
and we like to know just what, in a general way, what progress we 
have in stockpiling. 

Senator Dirksen. This is classified information ¢ 
Mr. Fioerr. Yes. 


CHANGED FINANCING OF PERSONAL PROPERTY UTILIZATION AND DISPOSAL 


The second item that I would like to refer to in my discussion is 
shown in paragraph No. 2 in my general statement. 

That relates to a method of financing disposal of surplus per- 
sonal property. 

The budget estimate included $935,600 for appropriation. The 
House deemed it best, and we concur, that that be eliminated from 
new appropriations and that we derive the funds from proceeds of 
sales. The House added $1 million to the amount in the budget esti- 
mate so we would be authorized to spend $1,935,600, which must be 
paid for out of sales actually made. 

Senator Magnuson. In other words, you are taking it out of the 
proceeds ? 

Mr. Fiorre. That is right, out of the proceeds of sales. 

Senator Maaenuson. That just saves us the trouble of appropriai ng 
on the one hand and having it go back to the Treasury, the same 
amount, on the other ; is that correct ¢ 

Mr. Frorre. That is right. 


76535—56——- 
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Senator Dirksen. Of course, you continue to cover in the proceeds 
of sales ? 

Mr. Fiorrr. Yes. 

Senator Magnuson. The excess. This would be only an adminis- 
trative item; would it not? 

Mr. Mepiey. Mr. Chairman, the proceeds from the sales of surplus 
property are transferred to one account by all agencies. This au- 
thorization, as included in the bill, would permit GSA to draw from 
that account a total of $1,935,600 to use for our work in this con- 
nection. 

Senator Dirksen. Actually, then, this is a limitation, is it not, on 
the use of the proceeds ? 

Mr. Mrepiry. In a general way; yes, Senator. 


TYPES OF PERSONAL PROPERTY DISPOSED OF 


Senator Magnuson. What is the type of personal see ae * that a 
have to dispose of? Is it surplus declared mainly by the military? 

Mr. Mepiey. Mainly by the Defense Department, Mr. Chairman, 
and we have an amendment in connection with that item and other 
witnesses which can speak to it, but generally it is common-use items. 

Most of the implements of war, so to speak, are most of the time 
cannibalized to scrap by the posts, camps, and stations of the military, 
but this is regular straight run-of-the-mill common-use items, most 
of which would be declared excess and thereafter declared surplus in 
the event there is no need by any other Government agency. It would 
le disposed of by sales. 


METHODS OF DISPOSAL 


Senator Magnuson. Of course, that is the usual procedure, calling 
for bids? 

Mr. Meptry. Yes, sir. 

Senator Magnuson. Do you negotiate many of these personal-prop- 
erty sales? 

Mr. Meptey. No, sir. Our authority for negotiated sales has ex- 
pired and all of these sales would be conducted on a sealed-bid basis. 
However, there are certain merchandising techniques which can be 
used in terms of lotting properly, and so forth, which will bring a 
higher return. 

Senator Magnuson. I wanted to ask this for information. 

Let us take the situation where you have a bunch of blankets, for 
example, that you have to dispose of, surplus from the military. You 
advertise; do you not? 

You advertise that you have so many blankets? 

Mr. Frorre. Mr. Thomas who is in charge of personal property 
utilization and disposal is here. 

Mr. Tuomas. That is right, we advertise. 

Senator Magnuson. How are they advertised ? 

The reason I ask that is up here in Congress we are constantly get- 
ting requests from people as to how this 1s done and can they get a 
chance to bid, and things of that kind. We send it down to you peo- 
ple, of course, but sometimes we can save you a lot of trouble, and our 
selves, on all this surplus. 

How much d'd it amount to last year, the whole thing? 
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TOTAL SURPLUS PERSONAL PROPERTY IN 1955 


Mr. Tuomas. A little over $2 billion was generated as excess prop- 
erty. 

Senator Magnuson. Two what? 

Mr. Tuomas. Two billion dollars. That is governmentwide. 

Senator Magnuson. Personal property ? 

Mr. Tuomas. Personal property. 

Senator ELLENDER. What did it cost? 

Mr. Tuomas. That was the acquisition cost. That was the cost 
to the Government. 

Senator Magnuson. How much did we get for it? 

Mr. Tuomas. For the portion that became surplus and was sold, the 
governmentwide return was a little less than 8 percent. 

Senator Magnuson. On personal property ! 

Mr. Tuomas. That is correct, sir. 

I should qualify that: excluding scrap and salvage, which is sepa- 
rate. 

Senator Magnuson. Salvage is not counted in? 

Mr. Tuomas. The usable items and scrap and salvage, we separate. 

Senator Magnuson. But Mr. Floete said these are items that can 
be put in civilian use? 

Mr. Tuomas. Of the total $2 billion 

Senator ELLENpER. How much of it was for airplanes? 

Mr. Tuomas. Those are sold by the services themselves. 

Senator ELLENpER. You do not sell those ? 

Mr. THomas. We do not sell those. Each agency sells its own 
property. But to answer your question directly, they were sold by 
competitive bid last year. 


METHOD OF SELLING SURPLUS PERSONAL PROPERTY 


It was by sealed-bid selling and each location sells its own property. 

It is all set up on a good system as far as location is concerned. 

Senator Maenuson. If it happens to be in the New Orleans area, 
your office down there would do the advertising ? 

Mr. Tuomas. No, on personal property, that would be handled by 
each agency. The Department of Defense, for example, which is the 
largest seller, puts out a very fine booklet to all prospective buyers 
telling how to buy surplus. They are also developing a national bid- 
ding list on which we will be working with them, which is also a very 
good item. Everybody who wants to buy property at a certain location 
of a certain type can be put on a list for it. 

Senator Maenuson. That is what I was getting at. 

There is a list of people that naturally, if you are trying to dispose 
of something, you might have a list of people you think might be pros- 
pective bidders ? 

Mr. Tuomas. To guide it into the proper market area? 

Senator Magnuson. Yes. 

Mr. Tuomas. That is correct. 

Senator Maenuson. How does the fellow who is not. on that list 
know about it ? 

Mr. Tuomas. The way it is generally handled and controlled right 
now on the Army side is by Army Area Command. In other words, 
if they were in this general area, they would write to the commanding 
general, Fort Meade, Md. . 
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For the area covered by the Army Command, his name would be 
placed on the bidders’ list for all the items he would be interested in 
buying. 

NATIONAL BIDDERS’ LIST 


As I said, to improve that, they are even going further, which is 
a very fine thing, in setting up a national bidders’ list so that anyone 
can write to one location and get on the bid list for property that is 
being offered at any location. 

Senator Evxenper. As I recall, last year the armed services re- 
ported that on their total sales, they had a return of about 8 percent, 
but in the sales there were included a lot of airplanes. 

What are the cheap commodities that you have for sale? 

Mr. Tuomas. That the Government has for sale? 

Senator ELtenper. No, you; you are the one we are talking about 
now. 

SALES HANDLED DIRECTLY BY GSA 


Mr. Tuomas. We handle only that property that is generated within 
GSA. 

Senator Ettenprer. What does that mean? 

Mr. Tuomas. Personal property. 

Senator Etienper. Can you not give a description of that prop- 
erty? Was it tanks or was it automobiles or what was it, because 
I see the amount you are getting out of that is very small; the per- 
centage is very low, and that is why I would like to find out what is the 
nature of the commodities you sell. 

Mr. Tromas. Of the commodities generally that we in GSA sell, 
I would say the highest number and types are property that is in a 
salvage condition, poor condition, coming out of our Government 
buildings. 

Senator ELtenper. Such as desks, chairs ? 

Mr. Tiromas. Very few desks and chairs. 

Senator ELtitenper. What is it? 

Mr. Tuomas. Water coolers, old light fixtures, elevator parts and 
boiler tubes. Infrequently, if we are a little over in inventory, that is 
put up for sale, binders, for instance. Any item that we require for 
our operation which becomes surplus to us, that is the type that we sell. 

Senator Eitenper. Is it used material? 

Mr. Tuomas. Oh, yes. 

Senator Extenper. All of it? 

Mr. Tromas. I would say 99 percent of it. 

Senator Exnenper. Where would you get $2 billion of that; that is 
what I would like to know. 

Mr. Tromas. That is the generation of excess that is government- 
wide. We require that each agency report to us on a quartely basis 
the amount of property which they generate as excess. 

Now, we have that broken down into two categories, sir, that 
which has potential utilization within the Government called _re- 
ported items, and items of special nature such as arms, ammunition, 
many items of that nature which are very limited in Government use 
called nonreported. When finally determined surplus, both cate- 
gories are disposed of by the holding agency. 

Senator ELtenprr. Not by you? 
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Mr. Tuomas. Not by us. 

Senator Extenver. We are trying to get from you what you sell 
and what the objects are that ageregatec 1 $2 billion ‘and on which you 
got but 8 percent. 

Mr. Tuomas. The objects as a general rule are the commercially 
salable type items. I can read some of them off. I think I havea list 
here of a cross section that we made of the types that are sold. 

Now, the types that GSA sells, and evidently I did not make myself 
clear, we for instance would have an old truck that we figured our 
need for it had long since gone by. We would sell that truck. 

The Department of Labor might have a truck and that would be 
sold by the Department of Labor. 

Some of the items sold governmentwide are items like engine oil. 
conveyors, wrenches or different types. 


REPORTABLE ITEMS 


Senator Magnuson. Engine oil? Do you not use that? 

Mr. Tuomas. Yes. 

Senator MacNnuson. We sell it and buy it back from somebody ? 

Mr. Tuomas. No. That isa reportable item. So the agency own- 
ing that property would report that item. It is an item which our 
regulations require to be reported to us for utilization sereening. 

Senator Magnuson. Let me get this straight. 

Are these items that you in General Services actually sold or are 
they items that the Departments of Government sold? 

Senator ELLeNpER. The witness seems to be confused. 

What we are try ing to find out is what you have actually sold that 
cost the Government $2 billion and for which your received 8 percent in 
the way of a return. 

Mr. Meptey. Mr. Chairman, I wonder if I can clarify this? Up 
until the present, Mr. Chairman, the General Services Administra- 
tion has relegated authority to all holding agencies or “owning agen- 
cies,” to dispose of their own personal property and thereby, under 
that arrangement, GSA up until now is only disposing of that prop- 
erty which + we generate ourselves, such as the building items to which 
Mr. Thomas referred. 


INCREASED SALES ASSISTANCE BY GSA 


Now, there has been a question in some quarters as to whether or not 
the Government, by all of the various agencies disposing of their 
own property, is receiving a sufficient return, namely, a little under 
S percent last vear. 

Consequently, in the House, the committee questioned us as to 
whether or not, if GSA received additional funds which would enable 
us to acquire a sales staff, to help these agencies in proper lotting and 
proper merchandising before the sales were conducted, if we could in- 

crease that return. 

We testified that we thought we could, and that we could increase 
the return substantially. 

Senator Maenuson. I do not like to interrupt, but I do not quite 
understand this. 


He tells me that of the $2 billion, that is what you people actually 
sold. 
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Mr. Meptey. No, sir, not GSA 

Senator Magnuson. That is what I wondered about. 

Mr. Meptry. All the agencies. 

Senator Magnuson. And they report to you? 

Mr. Meptey. Yes. So the House, as a result of the testimony given 
by GSA, added $1 million to our budget estimate and said, No. 1, “You 
will operate out of proceeds,” and, No. 2, “There will be $1,935,600 
available whereby GSA can expand its activities.” Heretofore Mr. 
Thomas and his staff has concentrated primarily on the utilization, 
that is, screening with the agencies to see if there were other utilization 
purposes for the property within the Government; by this action, the 
House suggests we expand our activities beyond that so that we would, 
in effect, give sales assistance and plan and help conduct the sales at 
the various locations, including the Department of Defense, in order 
to increase the Government’s return on this property. 

If the bill in its present form is enacted, No. 1, it would probably 
result in a modification of previous delegations of authority to the 
agencies; and, No. 2, Mr. Thomas would expand his staff by acquiring 
sales and merchandising specialists so that we can go into these loca- 
tions, particularly in the Department of Defense, and set up the sales 
in such a way that we can get a greater return on the property to be 
sold. 

Senator Errenper. That is primarily concerned with the sale to 
other departments within the Government ? 

Mr. Mepiry. No, that is concerned, Senator Ellender, with the sales 
of property which has been determined to be surplus to the Govern- 
ment’s needs and is sold to the public. 

Senator ELutenper. Well, now, of that $2 billion how much of it was 
sold to the public that you yourself handled, that is, your organization 
handled? What does that amount to? 


SALES MADE BY GSA IN 1955 


Mr. Tromas. Our generations last year were a little over $1 million 
within GSA. 

Senator E:tenper. Is that all you sold? 

Mr. Toomas. That was the acquisition cost of the property we sold. 

Senator Magnuson. What was that, from your own Department? 

Mr. Tromas. From our own agency. 

Senator Magnuson. Your surplus? 

Mr. Tuomas. That is right. 

Senator Ettenper. Was this used material or material you bought 
that you did not need at the time you bought it? 

Mr. Tuomas. No, that was used. 

Senator ELLENpDER. You mean second-hand ? 

Mr. Tuomas. That is correct. 

Mr. Men tey. In other words, Senator Ellender, while he is looking 
that up, it would be items that Mr. Poorman and Mr. Schmidt use in 
public buildings, operation of buildings which are worn out. 


GSA RESPONSIBILITY 


Senator Macnuson. General Services Administration has the re- 
sponsibility for either selling the surplus of all the departments or 
seeing to it that it is sold efficiently and economically; is that not cor- 
rect ? 
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Mr. Frorre. That is it. 

Senator Magnuson. But the way it has been going, most of the 
departments have been handling their own sales ¢ 

Mr. Frorre. The original plan provided that the Administrator 
would delegate as much ‘of that authority as he wanted. As a matter 
of fact, it was so delegated. 

Senator Magnuson. But the departments have not, so far as we 
can. ascertain, given you much to do about selling it because they 
have been selling their own ? 

Mr. Froerr. That is correct. Authority for that has been delegated 
to them by GSA. 

We have been handling only our own surplus sales up to date. 

Senator Magnuson. You have been handling your own up to date 
and that has been $1 million. The return has been 8 percent govern- 
mentwide, and what the House was trying to do, as I understand it, 
was give you an extra $1 million in the hope that you would carry 
out your second responsibility, to see that it is sold economically and 
efliciently ? 

Mr. Frorre. That is exactly it. 

Senator Maenuson. Is that a fair statement? 

Mr. THomas. That is it. 

Senator Magnuson. You get a little more than 8 percent, most of 
which is Department of Defense? 

Mr. Tuomas. That is correct. 


USE OF SPECIALISTS 


Senator Magnuson. They also suggest that you w atch the sales and 


use the services of what they call ‘specialists in this field, and they 
even go so far as to say that you ought to have some auctioneers. 

Mr. Tromas. I believe that is in the report. 

Senator Magnuson. Yes, that is in the report, that you might get 
more at auction than you would letting the departments individually 
carry out their calls for bids. 


UNIFORMITY IN SALES PROCEDURES OF AGENCIES 


Let me ask you this: 

Consistent with your responsibility to see that it is sold economically 
and efficiently, is there a uniform method in all departments ? 

Mr. Tuomas. Not completely. They have different ways and pro- 
cedures that they use. They do follow our broad directives, our 
regulations, and we supplement those with more detailed procedures, 
but the fact remains that there is a difference, I would say, among 
almost each of the agencies selling their property. 

Mr. Froere. I do not think that this percentage of return which 
has always shocked me as being so low is anything new. I think it 
has been going on for the last 4 or 5 years. Real property, it is also 
true. But we are talking about personal property here. 

But in real property, the return has been very, very small. 

Senator ELLENDER. You mean such as land? 

Mr. Fioete. Yes, sir, as against the acquisition cost. 

Senator Magnuson. Well, I think it has been normally low follow- 
ing every war. 

Mr. Fioere. Yes, sir. 
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Senator Magnuson. To get rid, finally, of surplus but I think this 
is lower than it has been for a long time. Now, this is the result of 
each individual department doing it themselves. 

Now, of course, you, General Services, had to phase into this and 
you could not do it overnight. 

Mr. Tuomas. That is right. 

Senator Maenuson. But you are trying to phase into it, to have 
more uniformity and are hopeful that you might have better methods 
of disposal to get a better return ? 

Mr. Tuomas. That is right. 


ADVERTISING SALES 


Senator Maenuson. Do you advertise other than send out just to 
the bidders that ask ? 

Do any of the departments put an ad in the paper that we have so 
much for sale? 

Mr. Tuomas. There is advertising in trade magazines. There is 
advertising over radio and television on different types of sale. There 
is advertising in the Department of Commerce paper that is issued 
out of Chicago, and also chamber of commerce publications. 

On the smaller sales, agencies that are selling quite sizable volume 
at one location are doing some local advertising now. 

Senator Maenuson. And then sometimes it is better for someone 
to pick them up in small lots. 

Mr. Tuomas. That is correct, general housekeeping sales of prop- 
erty which they generate over a period of time. 


Senator Dirksen. Mr. Thomas, let us see whether this thing is clear. 
You operate under the Federal Property Disposal Act, do you not? 
Mr. Tuomas. That is right. 


REQUIREMENTS OF THE FEDERAL PROPERTY DISPOSAL ACT 


Senator Dirxsen. I have not looked at the act for some time but if 
I remember correctly, when any agency of Government, styled the 
owning agency, has what it deems to be excess property on hand, it 
first has to circularize all Federal agencies to see whether they can 
use it; is that correct? 

Mr. Tuomas. That is correct. 

Senator Drrxsen. If the agencies can use it, then it is transferred 
to the agency and it becomes a bookkeeping account where one is 
credited and the other is debited ? 

If there is no Federal agency that can use it, then there is a priority 
list that comes into being. The first priority goes to schools, as I 
recall, to States, to hospitals. There is a list there? 


DONATIONS OF EXCESS PERSONAL PROPERTY 


Mr. Tomas. Donations are authorized for health and education. 

Senator Dirrxsen. That is correct. 

So they get first priority ? 

Mr. Tuomas. Right. 

Senator Dirksen. Now, at that point let me ask you this ques- 
tion: Does that priority go so far that even though they are not the 
low competitive evo they still obtain the property ? 

Mr. Tuomas. They get the property on an outright donation. 
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Senator Dirksen. Entirely ? 

Mr. Tuomas. Yes, sir; all they pay is transportation and handling 
cost. But they do get it on an outright donation and that is a very 
sizable program. 

Senator Dirksen. Is there any exception to that rule? In other 
words, if a State decides that it can use X items of a given com- 
modity and is willing to pay transportation charges, does that auto- 
matically wind it up and you send them the goods and that is it? 

Mr. Tuomas. No, a State is not eligible except for educational 
groups or for hospitals. 

Senator Dmxksen. A hospital group would be either private or un- 
der municipal operations $ 

Mr. Tuomas. It must be a public health group or hospital. 

Senator Dirxsen. A health group might conceivably be under 
State domination 4 

Mr. Tuomas. Oh, yes. 

Senator Dirksen. And that would be true of schools? 

Senator Magnuson. All nonprofit ? 

Mr. Tuomas. That is right, and that is handled by the Depart- 
ment of Health, Education, and Welfare, by the section of the Fed- 
eral Property Act. We make the property available and they work 
with the State agencies of the types you have just mentioned. The 
porperty comes through to us for approval for donation and we do 
donate on that basis. 


ACQUISITION BY SECONDARY SCHOOL 


Senator Dirksen. Suppose a tax-supported secondary school out 
in Illinois sends you a telegram and asks you whether you have 1,000 
cots in your surplus and you wire back and say “Yes,” and then they 
say they can use these cots and you have no other claimants for the 
cots; would they get the cots? 

Mr. Tuomas. They would get the cots if everything was determined 
to be all right by the Department of Health, Education, and Welfare 
man for the Illinois area and the State surplus property officer of 
I}linois. 

Senator Dirksen. I do not know anything about the DHEW. You 
tell me what is in the way of their getting the cots. 

Mr. Tuomas. All right, and I say this advisedly because that side 
of the picture is not our responsibility, but while donations are pro- 
vided for in the Federal Property Act, the DHEW handles most of 
that program. 

Senator Dirksen. Is that a subagency of GSA? 

Mr. Tuomas. That is the Department of Health, Education, and 
Welfare. I would say that they would get the cots. 

Senator Dirksen. All right. . 

Now, suppose that school out there only needed 300 of them and 
decided to run a little commissary and sell those cots and make them- 
selves a little profit on it and undersell everybody in the town? 

Mr. Tuomas. No, they have to certify 

Senator Dirksen. You say “No”? 





CERTIFICATION OF NEED 


_ Mr. Tuomas. I say “No,” they could not do that under the condi- 
tions under which they get the property. They get the property on 
the basis of certification of need as required by the law. 
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Senator Dirksen. Well, now, that is precisely what I want to know, 
whether there is a certification of need and whether you enforce the 
certification ¢ 

Mr. Tnomas. That enforcement would be by the Department of 
Health, Education, and Welfare. 

Senator Dirksen. Suppose I told you that I got a complaint from 
another State that that is exactly what happened and they got the 
_ ane and they began to sell them and the merchants com- 
plained ? 

Mr. Tuomas. If that was brought to our attention, we would get 
together with the Department of Health, Education, and Welfare 
and investigate the case. 

Senator Dirksen. Because I thought it was exceedingly strange 
that they do get surplus and get more than they needed and then 
promptly proceed to peddle it out of a store. 

Mr. Tuomas. You are exactly right, that is not what the law pro- 
vides for. 

Mr. Meptry. Is it not true, Mr. Thomas, that in about 45 of the 
States, the State department of education also polices this type of 
thing? 

Mr. Tuomas. That is right, through the State departments of edu- 
cation and the Department of Health, Education, and Welfare. 

Senator Maaenuson. Is that the plant another Senate committee 
is considering. 

Mr. Tuomas. No, sir. 

Senator Dirksen. So you expect that the Department of Health, 
Education, and Welfare would police it? 

Mr. Tuomas. It is spelled out in the act. 

Senator Dirksen. If they do not police it, it is their responsibility, 
not yours? 

Mr. Tuomas. Thatisright. But we work with them constantly and 
if it is in their area, we try to get it corrected. 

Senator Maenuson. But if the property is sold as surplus, then 
you have the responsibility to police them ? 


SUPERVISION AND DIRECTION OF DISPOSALS 


Mr. Tuomas. That is correct. We are charged, under section 203 
of the Federal Property Act, with supervision and direction of dis- 
posals. 

Senator Maenuson. But this other program you are not charged 
with ? 

Mr. Tuomas. No, the compliance on that donation part is with the 
Department of Health, Education, and Welfare. 

Senator Maenuson. That has nothing to do with the $2 billion ? 

Mr. Tuomas. That is separate. 

Mr. Frorre. Anything that went to Health, Education, and Wel- 
fare would be included in that $2 billion. 

Mr. Tuomas. In the total generations, yes, sir; it would be. 

Senator Magnuson. How much of the $2 billion has been disposed 
of in that manner? 

TOTAL DONATIONS 


Mr. Tuomas. In Health, Education, and Welfare donations? 
Senator Macnuson. Yes. That might make some difference on the 
percentage that we are talking about. 








INDEPENDENT OFFICES APPROPRIATIONS, 1957 137 


Mr. Tuomas. Well, it would not. I said the $2 billion was total 
generations in that area 

Now, the other question you asked, as to the amount that was for 
donation, that amounted to approximately $130 million last year. 

Senator MaGnuson. That is separate 4 

Mr. Tuomas. That is right. Now, the other figure that we have 
reported to us by the agencies, and we go on the figures submitted by 
them, is the property that they report that they sell. It is not com 
mingled with the donations, sir. 

Senator Dirksen. Let us go back again. 

You said you only generated $1 million worth of property ¢ 

Mr. Tuomas. $1 million. 

Senator Dirksen. So GSA sold $1 million worth of its own sur- 
plus property, or at least you had it to sell 

Mr. Tuomas. We had it to sell or dispose of. 

Senator Dirksen. Yes. 

What other property did you have to sell ¢ 


SPECIAL SALES WORK 


Mr. THomas. Well, we do limited sales work for special projects. 
We are doing one now for the Alaskan Railroad. 

Senator Dirxsen. Let us take some agency in Washington here. 

Mr. Tuomas. We do not sell in the main for other Government 
agencies. We sell only GSA property. 

Senator Dirksen. So you only had $1 million last year? 

Mr. Tuomas. That is correct. 

Senator Dirksen. The other agencies sold on their own and so 
every agency is selling its own surplus today? 

Mr. Tuomas. That is right. 


REPORTS ON SURPLUS PROPERTY OF OTHER AGENCIES 


Senator Dirksen. How do you get these figures‘ Do they report 
it to you? 

Mr. Tuomas. They report to us regularly on a quarterly basis. 

Senator Dirksen. Spell out to me the responsibility of an agency 
to give you those figures. I want to know where you got them. 

Mr. Tomas. These figures came to us as prescribed “by our regu- 
lation, which requires all agencies to report to us on standard form 
121. I would have to furnish for the record our regulation citation. 
Agencies are required to give us the amounts that they transfer, the 
amounts which they sell as surplus, the amounts of any transfers of 
excess over a certain amount. 

It is rather a detailed regulation. 

Senator Dirksen. Let us take them one at a time. 

Mr. Tuomas. Yes. 

Senator Dirksen. All the agencies of the Government have to re- 
port to you the surplus that the owning agency declares and turns 
over to any other agency. 

Mr. Tuomas. Yes, sir. 

Senator Dirksen. So you have a figure showing what surpluses 
have been declared by the owning agency ? 

Mr. Tuomas. That is right. 
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Senator Dirksen. Secondly, you have a figure in your record show- 
ing the surpluses that have been turned over to other agencies in 
Government ? 

Mr. Tuomas. That is right. 

Senator Dirxsen. It is regarded as surplus so they will have a 
record on both counts? 

Mr. Tuomas. That is right. 

Senator Dirksen. No. 1, what is surplus, and after the declaration 
that they circularize the agencies? 

Mr. Tuomas. That is right. 

Senator Dirksen. So you circularize the amount they have turned 
over to other agencies for which they may not receive anything or 
receive a bookkee eping credit. Then you have a record of the amount 
that has been turned over to any Federal agency that may have been 
donated to a charitably or elemosynary institution or school, or what- 
ever it might be. 

You have that figure ? 

Mr. Tuomas. That is right. 

Senator Dirksen. Now, ‘then, those figures, Mr. Chairman, I think 
we ought to have for the record. 

Mr. Tuomas. I can supply that for the record, sir. 

Senator Dirksen. What has been declared surplus by all agencies 
of Government, what has been transferred to the account of other 
Federal agencies, and that leaves a residual figure, third figure, of 
what has been donated. 

You would have that figure? 

Mr. THomas. Yes, sir. 

Senator Dmxksren. Then you come, finally, to the third figure, of 
what you had to sell or what another agency had to sell to the public, 
so you know from your figures what the Air Force sold to the public 
or the Atomic Energy Commission sold to the public? 

Senator Magnuson. You must, because somebody has to have it. 

Mr. Tnomas. That is true. 

The report that we receive from the Department of Defense is a 
combined report for all of the services. 


CONSOLIDATED PROPERTY REPORT 


Senator Dirksen. That is all right, we will not quarrel about that. 
You rt put in the record these things that I am suggesting: 

No. 1, the property that has been declared excess and break it down 
by agencies and where you have to consolidate, like Defense, that is all 
right. 

Mr. Tuomas. I can furnish it. 

Senator Dirksen. Then, No. 2, you submit for the record what has 
been transferred as excess to all other Federal agencies broken down 
by agency ? 

Mr. Tromas. By agency, right. 

Senator Dirksen. Then, No. 3, what has been donated under the 
donating clause in the Surplus Property Act. 

No. 4, what remained available for sale to the public i in dollar amount, 
if you want to, by all the agencies of Government. 

Now, would you have a figure that would be the declared surplus 
and maybe they did not sell it all? 

We would like to know what has been declared as surplus, what 
has been sold and what the return is on that. 
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Mr. Tuomas. Right. 
(The information referred to follows :) 


UTILIZATION OF EXCESS AND DISPOSAL OF SURPLUS PERSONAL PROPERTY 
Fiscal Year 1955 and First and Second Quarters, 1956 
STATEMENT OF PROGRAM 


Under the Federal Property and Administrative Services Act of 1949, as 
amended, the Administrator of General Services is responsible (1) for prescrib- 
ing policies and methods to promote the utilization of personal property which 
is excess to the needs of jndividual Federal agencies, (2) for providing for the 
transfer of excess property among Federal agencies, and (3) for disposing of, 
or for supervising and directing the disposal of, property which is surplus to the 
needs of the entire Government. 

Each executive agency is responsible for maintaining adequate inventory con- 
trols and accountability systems for its property, for surveying its property to 
determine that which is excess to its needs, and for transferring or disposing 
of its excess and surplus property in accordance with regulations issued by GSA. 
Similarly, each agency is responsible for reassigning property among its own 
activities and for obtaining for its own use property which is excess to the needs 
of other agencies. Excess property is to be used in lieu of newly purchased 
property to the maximum extent possible. 

Large savings are realized through the transfer for continued use of property 
no longer required by the holding agencies. These transfers make unnecessary 
the purchase of new property from commercial sources. They reduce storage and 
other costs and curtail disposal of property as surplus, 

Under the GSA regulation excess property having a high potential for further 
utilization is reported to GSA for circularization and systematic screening by 
Federal agencies. Transfers are made at fair value, as determined by GSA, or 
without reimbursement. Some excess property is transferred to GSA’s stores 
depots for redistribution, in lieu of new property, to Federal agencies. 

E cess property of low potential utilization and specialized property of inter- 
est to only a few agencies are not required to be reported to GSA. Property not 
reported includes such things as scrap, salvage, electronic material, aircraft 
parts, and war material. 

Excess property for which no Federal use is found is determined to be surplus 
and is disposed of by sale, donation, abandonment, or destruction. Donations 
are primarily for educational and public-health purposes. Property having no 
commercial value, or for which the estimated cost of continued care and handling 
would exceed the estimated proceeds from its sale, is donated to public bodies, 
abandoned, or destroyed. Proceeds from the sale of surplus property are either 
covered into the Treasury as miscellaneous receipts or, where reimbursement of 
funds is required by law, are retained by the selling agencies. 

From enactment of the Federal Property and Administrative Services Aet in 
1949 to the present time, GSA, with a few minor exceptions, has not sold any 
surplus personal property other than the small volume which it generates itself. 
Instead, each agency has been selling its own surplus. The data concerning sales 
set forth in the tables below reflect the sales activities of those agencies for fiscal 
year 1955 and first 2 quarters of fiscal year 1956. 


Notes on data presented herein 


The tables set forth below summarize data on the utilization of excess and 
the disposal of surplus personal property submitted quarterly to GSA by Federal 
agencies on Standard Form 121, covering property located in the continental 
United States, Hawaii, Puerto Rico, the Virgin Islands, and Alaska. 

Data shown on property determined to be excess are net amounts, representing 
cross totals less withdrawals. 

Data on transfers of excess persoOnalty include transfers effected directly 
between agencies pursuant to GSA regulations as well as transfers effected as a 
result of circularization and other GSA utilization activities. They include prop- 
erty determined to be excess prior to the period covered as well as property deter- 
lined excess during each period. 

Data on disposition of surplus property reflect all disposals made by agencies 
regardless of whether the property involved was first reported as excess to GSA. 
Disposals for each period include property determined surplus prior to, as well 
as during, the period covered. 
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DISCUSSION ON SURPLUS PERSONAL PROPERTY 


Senator Dirxsen. I know, Mr. Floete, from figures from way back 
that the averages have run pretty uniform over a period of years so 
that we know that the returns have been rather small. 

Now, I think that we also ought to be advised a little as to the types 
of property that Senator Ellender asked about. 

Mr. Tuomas. I can give you that. 

Senator Dirksen. Because here is a question that is recurring con- 
stantly and I think we are going to have to do something about it. 

If any of this property is almost new or had only casual use or if it 
was not required in the first instance, maybe we have been giving the 
agencies too much money. 

Senator ELLenper. There is no maybe about it, Senator; we have 
been giving them too much, particularly in the armed services. 

Senator Dirksen. I tried to be restrained. 

You begin to wonder about it. An item may cost the Federal Gov- 
ernment $20 and you can buy it in a store for $2.98 or $3.98. I think 
the time has come for a good look. 

Senator Macnuson. If we are peddling $2 billion a year on an aver- 
age, and appropriating this year $46 billion, why we are giving you 
414 percent too much. 

Senator Dirksen. All this property that is sold is not used property, 
is it? 

Mr. Tuomas. No, sir; that is correct. 

Senator Dirksen. How much of it is new? 

Mr. Tuomas. Well, there is quite a quantity of it that is new. I 


would have to review the offerings over a given period to answer your 
question precisely. We have made several reviews. I do not have 
the information with me. 


RUBBER LIFE RAFTS 


Senator Dirksen. Well, as an example now, if 1 go down to this 
Army-Navy store on D street just off Pennsylvania Avenue and buy 
one of these rubber liferafts and make it into a swimming pool for my 
grandchild, that is likely to be a new item ? 

Mr. Tuomas. Quite likely. 

Senator Dirksen. In fact, I did buy one and it was absolutely brand 
new. 

Senator ELLenper. From GSA ? 

Senator Dirksen. From a surplus store. I swear that after I esti- 
mated what I bought it for, that I got it for 5 percent of what they 
paid for it. All you have to do is inflate it and it is fine for a little boy 
to use as a SWimming pool. 

Can you now give us some idea how much of this property is new 
and how much of it is used and what the condition of the used property 
is? 

Mr. THomas. I could not right at this particular moment because 
these sales, as I say, are going on all the time. It is not that I do not 
want to answer the question, but I cannot without reviewing some sales 
offerings. 

Senator Dirksen. Who could give us that information ¢ 
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Mr. Tuomas. We would review within about a week a cross section 
of offerings and give you an idea as to that particular moment what 
percentage of it is new property. 

Senator Dirksen. How long have you been with GSA ? 

Mr. Tuomas. Since its inception July 1, 1949. 

Senator Dirksen. So you have been there 7 years ¢ 

Mr. Tuomas. Yes, sir. 

Senator Dirksen. In the same line of work / 

I bet, Mr. Thomas, you have a pretty fair idea of the kind of new 
property that is declared surplus and sold, do you not ? 

Mr. Tuomas. Well, I have a good idea of the types of property that 
come up. 

Senator Dirksen. If you do not have a good one, do you have a 
fair one? 

Mr. Tuomas. I have a fair one. 

Senator Dmxsen. Would they declare surplus new desks? 

Mr. Tuomas, No, sir. That is a controlled item. 


SURPLUS PAPER CLIPS 


Senator Dirksen. Would they declare paper clips surplus? 

Mr. Tuomas. Yes, sir; we have had paper clips declared surplus. 

Senator DirksEN. New paper clips ? 

Mr. THomas. Yes, sir. 

Senator Dirksen. That means somebody in Government bought too 
many paper clips? 

Mr. Tuomas. Yes, sir. 

Senator Maenuson. Would they declare shotguns surplus? 

Mr. Tuomas. Yes. 

Senator Maenuson. I bought a brand new shotgun 

Senator E.ienper. How about engine oil? That does not de- 
teriorate much. Why should that have been declared surplus ? 

Mr. Tuomas. That is excess and it went, in all probability, as I said 
and as Senator Dirksen said, that went through the screening = 
dure over the period of the time. The oil, in the opinion of the Navy, 
was not what the agencies were using. But that type of item would 
get full screening by us. 

Senator Dirksen. Mr. Thomas, can you not help this committee a 
little by giving us a fair idea? 

You set it out in the record. I know this must embrace thousands 
of items. 

Mr. Tuomas. It does. 

Senator Dirxsen. Let us settle for this: 

Why do you not list in the record 150 items, either specifically or by 

categories, and then in the next column, after you put in the com- 
modity, whether it was new, whether it was used, the ow ning agency 
that declared it, the amount of money that was involved, and what we 
wot for it, because I think, in all conse lence, we are going to have to 
take a look at this. 

Mr. Tuomas. It will take a little bit of time, sir, to get the latter 
igure, the request that you just made as to the amount they got for it. 

Senator Dirksen. I just want 150 items. 

Mr. Tuomas. I can list those. 
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Senator Magnuson. You know right now, you are pretty well up to 
date. What is around the country right now that is surplus? 

Mr. Tuomas. Practically anything from shoestrings to anchor 
chains. 

Senator Macnuson. You know how much of that is new and how 
much is used ¢ 

Mr. Tuomas. That is right. 

Senator Macnvuson. I think there is a difference. 

I went to a store some 8 or 4 years ago and bought a shotgun and it 
was new. 

L can understand buying a used shotgun but I cannot understand 
buying a new one. 

Senator Dirksen. The problem is not with your agency but the 
problem is who overestimates and who overbuys and that goes back to 
the owning agency because if they do not overbuy or if they only over- 
buy modestly, at least you are not going to have a great horde of 
surplus to contend with, but we cannot get at that problem unless 
we get a little help from you on it. So we have to work from the 
tail end forward. 

Mr. Tuomas. I can get that information and I will furnish it for 
the record. 

(The information referred to follows :) 
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COMMENTS ON FOREGOING 150 ITEM LIST 


Because of the short period of time available, it was necessary, in assembling 
the above information, to use sales data readily at hand. The 150 items shown 
were taken from a total of 17 Government surplus sales which took place in 
1955 and 1956 fiscal years. 

As large a variety of property sold as possible was selected, whether quantities 
and total acquisition costs per item or lot were relatively large or small. 

Of the 17 sales utilized in the study, 5 were auction-type, and 12 were of 
sealed-bid type. 

The condition of the property in most instances was obtained from the sales 
offerings and catalogs themselves. When not shown therein, additional reports 
and data relating to the sales were employ ed. The term ‘‘used” covers a condi- 
tion range from “used-excellent” to “used-poor”, but does not encompass salvage 


or scrap property. 

30.6 percent of the items above were in “unused” condition, the balance “used”’. 
“N. A.” condition items were counted as “used.” 

The total acquisition cost of the items above is $2,324,371, excluding the items 
where acquisition cost was not available. 

Inasmuch as $1,492,307,385, at acquisition cost, of “other than scrap” property 
was sold in 1955 alone by all Government agencies, ratio of “unused property” 
derived from this limited study cannot be considered as a reliable index of the 
overall proportion. To obtain a “fair sampling” an analysis would be required 
of a mueh larger portion of the several thousand Government sales offerings 
involving several hundred thousand items completed in a year. 


SURPLUS NEW ARTICLES 


Senator ELLenper. Could you tell us which of the agencies have 
most of the surplus that you consider new and not used that is avail- 
able for sale? 

Would it not be the armed services ? 

Mr. Tuomas. Yes. 

Senator E.ienper. They are the biggest volume people? 

Mr. Tuomas. They have the largest ‘volume. 

Senator Eiitenper. The biggest violators as to purchasing things 
they do not need ? 

Mr. Tuomas. I cannot speak to that particular thing, but only as 
to the generation of surplus. 

Senator ELttenper. As I pointed out last year, the armed services 
had as much as $9 billion that they could not even obligate. I say 
that any time this Congress gives to any agency of the Government 
so much money that they cannot spend it, we are inviting waste; the 
military is going to try to spend it some way. 

This year I looked over the record and instead of hav ing $9 billion, 
the military will have $12 billion of money they could not obligate. 
They did not know where to spend it. : 

This situation lends itself to excess purchases. 

Senator Dirxsen. I think you see pretty well what we have in mind ? 

Mr. Tuomas. We will furnish those figures. 
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Senator Macnuson. I just want to say this because I think it is 
important that you do it, because what we are trying to do is to phase 
General Services into the clearing agency and the administrative 
agency to handle these matters, hoping i it will be done more efficiently, 
more effectively. 

That is the purpose of your $1 million this coming year. 

Mr. Tuomas. That is correct. 

Senator Macnuson. So you are going to have to take a look at this 
thing and do some policing around the. agency and particularly with 
no uniformity in the agencies. One agency does it one way and 
another does it another way. 

You do not get efficiency that way. 

Mr. Tuomas. There have been some improvements, as I say, and 
some very good improvements with some of the agencies. We have 
had fine reception from several agencies, but we have had limited 
personnel to work with them in making improvements where it is 
obvious they can be made. 

We think where the biggest inroads can be made is in the items 
that you were speaking of, the commercially marketable items. 

Senator Magnuson. Do you have any surplus declared up on the 
Hill? 

Mr. Tuomas. Our region No. 3 office handles the surplus property 
of the Capitol. : 

Senator Maenuson. I do not know whether we have surplus. We 
have had the same thing for years. 

Mr. Tuomas. We furnish a lot of items for you up here in both 
bodies. We also handle the sale of your property for you through 
the Sergeant-at-Arms, sir. 

Senator Macnuson. Of course, most of the surplus up here consists 
of relics, including bodies. 


TOTAL SURPLUS PERSONAL PROPERTY IN 1956 


Senator Extenper. Mr. Thomas, a while ago you stated that $2 
billion of surplus material was sold during this fiscal year or will be 
sold this fiscal year ? 

Mr. Tuomas. There will be generations of about that amount this 
fiscal year. 

Senator Extenper. When you say “generation,” you mean from all 
agenc ies 2 2 

“Mr. Tuomas. That is correct. 

Senator ELLenper. And the Government is going to get about 8 
cents on the dollar of the cost of those commodities ? 

Mr. Tuomas. If it runs as it did last year. 
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Senator ELLenperR. What percentage of that $2 billion would you 
say constituted new commodities? Is it a fourth, a third, a half, 
or what § 

Mr. Tuomas. That would be hard to tell, and to check that for 
you would be difficult. I would have to get some very detailed in- 
formation to answer that for you, sir, reliably, because it would mean 
a review for us. 

I am not saying we cannot do it. 

Senator Magnuson. You are going to have to do it sooner or later 
and you might as well do it now. 

Mr. Tuomas. Right, sir. 

We intend to keep on that and develop the statistics. 

Senator Magnuson. This is not only important to us but all of you 
are reading the paper and we are trying to balance the budget and we 
are getting within $2 billion, back and forth, and here we are coming 
up here and finding that $2 billion is surp)us. 

It has some phy chologic al ramifications, too. 


RELATIONS WITH OTHER AGENCIES 


Senator ELLENpER. Let me ask you this: 

Do you have any difficulty with any of the agencies in having you 
sell any of this sur plus? 

Mr. Tuomas. We have not gone into that phase of it as far as us 
selling their surplus. Agencies have been most cooperative but we 
have been at a disadvant age by not having adequate funds to perform 
any type of sales assistance. Up until now, we just have not had 
the funds. 


NATIONAL PURCHASE FOR OTHER AGENCIES 


Senator ELLENpDER. Do you not have a branch or some part of your 
organization that buys for various Government agencies now ¢ 

Mr. Tuomas. Yes, sir. 

Senator ELLenpeR. We found out that you are having difficulty in 
getting some Government agencies to buy through you. 

Mr. Tuomas. I cannot answer that but I think ‘Tan speak in direct 
answer to the question you might raise in this area. 

In working with our own purchasing people who do the buying 
for agencies, we work very closely with them in substituting excess for 
new procurement. 

Mr. Forres. Senator Ellender, we will cover that particular point 
in one of the amendments we are pr oposing. 

Senator ELLenpeR. You came in with a supplemental appropriation 
request, as I recall it, and asked for money ? 

Mr. Forte. To carry us through 1956. 
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Senator ELtenper. It strikes me that we ought to do something 
mandatory about centralizing purchases if we are to save money. If 
you can show this Congress that you can do a better job of buying 
than the agencies themselves can do, by golly, you will get the job. 

1 believe that is the way to do it. 

Mr. Fiorre. | think that is the trend as it is now. 

Senator ELLENpDER. But let us make that trend take place next year 
and not 40 years hence. 

If it will save the Government money and prevent these excess 
amounts that are being purchased—you are now handling much mate- 
rial—then let us do it now. I just think it is a disgrace to have on 
hand in these various agencies a huge amount of commodities when 
some other agency may need them, and they could be exchanged. 

Mr. Fiorre. Is not that a large part of it, this $2 billion, military 
items that are obsolete ? 

Senator ELLenper. $2 billion. 

Mr. Tuomas. A lot of them. 

Senator Evtenper. That is what I asked a while ago. We will get 
more material on this when the armed services come up. 

Senator Magnuson. But some of them are obsolete and new? 

Mr. Tromas. Oh, yes, sir. 

Senator Magnuson. They have never been used ? 

Mr. Tuomas. Correct. We find further use for a lot of those items 
in our regular excess program. 

Senator Magnuson. We would appreciate that. It might be a little 
bigger job than normally we ask for here, but it seems to me that is 


one way to attack this whole matter, and you people are going to prob- 
ably have the responsibility sooner or later, so we might as well get 
at it. 


DELEGATION OF AUTHORITY TO SELL 


Mr. Froere. As we said earlier, that authority has all been delegated 
to make the actual sales to the agency. I haven’t been with GSA 
long enough to know whether that should be changed or not. It would 
impose a tremendous burden, of course, on GSA if it actually took 
over this property and actually sold it, so it seems to me the better 
way to do is sell it through the agencies and try and improve their 
selling methods. 

Senator Magnuson. That is what has been suggested. 

Senator ELLENDER. You mean you would act as adviser ¢ 

Mr. Fiorre. That is actually what we would do. We try and show 
them by specialists and by studies how they can arrange their property 
better, and how they can advertise better, and get better prices. 

Senator ELLenper. Do you not think the same argument would 
apply as to purchases? Would it not be equally as effective if some 
notion could be given to these people as to what ought to be purchased 
and try to correlate it ? 

Mr. Fiorre. But 1 don’t think you should have all the duplication 
of each agency. There are a great many agencies of Government. 
[If each one of them was doing its own purchasing you would have a 
tremendous amount of duplication, a lot of added expense, and com 
petition between agencies which would tend to raise prices. 

Senator ELLenper. I am for trying to centralize it. 
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GENERAL PURCHASING GROUP 


Senator Macnuson. We set up your organization for the main 
purpose of centralization of many activities of Government. You 
have not phased all of them, but you do have a general purchasing 
croup, have you not, under General Services ? 

Mr. Froere. Yes. 

Senator Magnuson. Whom did you purchase for? Just your- 
selves, or for the other agencies? 

Mr. Fuorerr. On these so-called common-use items, that is, every- 
thing that goes into normal operations of Government es 
we act as the central point and we have central warehouses, 12 of 
them, scattered all over the country, from which the agencies make 
purchases and they repay us. It is a regular commercial transaction. 
We try to get the proper prices and give them good service, and 
that business is growing in GSA. We “don’t extend into all phases 
of Government. For instance, for the Department of Defense, we 
certainly couldn’t do any buying of airplanes or other military 
equipment. 

Senator Magnuson. No, you do not extend to all phases of Govern- 
ment yet, but I think the intention was you would extend to more. 

Mr. Froere. For all the general categories of items. 

Senator Macnuson. My point was if you buy common-use items it 
is just as logical that you also dispose of them, if they are surplus. 

Mr. Frorre. Mr. Chairman, actually our discussion has been all 
on that paragraph numbered 2 of my general statement, and of 
course, we are not actually appealing that. We are satisfied with 
the way it was handled. 


STOCKPILING OF NICKEL 


Senator MAcnuson. In regard to the stockpile program, I do not 
want to violate any confidence here, but it is true that in purchase 
of the strategic materials, without mentioning the name, about half 
of this money or close to 50 percent has been for one item; has it not? 
| have a purpose in asking that question. Close to $80 million of 
the $120 million or over is going for one item ? 

Mr. Mepiey. We can speak about. individual commodities, Mr. 
Chairman. 

Senator Macnuson. I am speaking of nickel. 

Mr. Meptey. For the nickel; yes, sir. 

Senator Macnuson. When I asked probably which is the most 
important item, it is the nickel situation. 

Mr. Meptry. That is one of the most important, very definitely, sir. 

Senator Magnuson. And that is complicated, of course, by the fact 
that we do not. develop much domestic nickel; is that not correct ? 

Mr. Fuorre. That is right. 


MARKET PRICE OF NICKEL 


Senator Macnuson. And it is also complicated by the fact that 
the price is set usually by the so-called, for want of a better name, 
international nickel combine? 
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Mr. Mepiey. Yes. But I do not think that complicates the supply 
picture. 

Senator MacNuson. It complicates the Appropriations Committee 
a little bit. 

Mr. Meptey. Yes, sir. 

Senator Magnuson. And they move that price up and down as they 
see fit, without consulting us, one of the biggest purchasers for our 
defense; is that correct ? 

Mr. Fiorrr. I think they fix the market price. It is about 641, 
cents now. 

Senator Magnuson. And it is fixed in London, is that not correct ? 
That is the headquarters? Mr, Floete, you probably know this in a 
general way. The price fluctuates quite a bit, does it not? 

Mr. Fioere. I understand there is a great shortage. There is no 
question of it. The availability is very small. The expansion of 
the nickel plant down in Cuba, when completed this year, is supposed 
to give that plant production amounting to 11 percent of the nickel 
produced in the free world. 

Senator Macnuson. Is that the plant another Senate committee 
went into? 

Mr. Fiorre. Yes, that is it. 

Senator ELLenper. In Cuba, you say? 

Mr. F.oete. Yes, sir. 

Senator ELLenprer. Does not Canada supply a lot of nickel? 

Mr. Froerer. Yes. 

Senator ELtenper. And the French out in the islands in the Pacific. 

Senator Magnuson. But they are all in the international nickel 
combine and they just set the price up and down. 

There is, as far as you know, a very, very minute percentage of 
domestic production of nickel ? 

Mr. Mepitey. Mr. Ogden of the Office of Defense Mobilization 
might answer that. , 


WORLD PRODUCTION OF NICKEL 


Mr. Oapen. My name is C. F. Ogden from the Office of Defense 
Mobilization. 

It is true that there is very little nickel produced domestically in 
the States, something in the neighborhood of 15 or 20 million pounds 
per year as compared to a total free world production of somewhere 
close to 400 million pounds. 

Senator Magnuson. Are you getting any from that Oregon mine? 

Mr. Oapven. Yes. That is the one. 

Sentor Maanuson. Is that the only one? 

Mr. Ocpen. There is an experimental operation at Fredericktown, 
Mo., of course searches are being made for other domestic nickel ore 


sources. 
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Senator Magnuson. That is right. The point I was making is 
that out in the West there are a great number of people—I am no 
expert—who feel that we might be able to do a little better job in 
trying to find nickel or develop our nickel potential rather than being 
at the absolute mercy of an item that is No. 1 on the list of an inter- 
national nickel combine. 

Mr. Fiorrr. There apparently, Senator, is a considerable amount 
of nickel in Cuba. That is not as good as having it in the United 
States. 

Senator Magnuson. No, that is not quite as good. We will have 
to give them more sugar quotas to get it out of there. I think a lot 
of people who should be experts in ‘the mining field and in this field 
feel that that is a very serious matter about our nickel problem. 

Mr. Open. Yes, the nickel problem, without a doubt, is a very 
serious problem. 

Senator Magnuson. Thank you very much. 

Mr. F.orre. As I stated, of course we have not raised any comment 
as to those first two items, the stockpile rescission and this matter we 
have just discussed. 

On points 3 and 4, however, we do wish to make considerable testi- 
mony because each of them puts us in a bind as between the require- 
ments of the agencies and the availability of money. 


OPERATING EXPENSES, PUBLIC BUILDINGS SERVICE 


I refer first to the rental of space where we do not have ample Gov- 
ernment-owned space, and second, the operation of Government- 
owned space. 

Senator Magnuson. Mr. Floete, would that be in your proposed 
amendment No. 1, Operating Expenses, PBS? 

Mr. Forres. Yes, sir. 

Senator Magnuson. The estimates are $128 million plus, and the 
House dropped you approximately $6 million. 

Mr. Frorre. That is right. 

Senator Macnuson. That is one of the big items. 

Mr. Fiorre. That is the big item in the whole list. I think it would 
he well to go to that now if it 1s all right with you. 


JUSTIFICATION 


Senator Maenuson. All right. Put the material on that in the rec- 
ord at this point. 
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(The material referred to follows:) 
Amendment No. 1 
NERAL SERVICES ADMINISTRATION 
ESTIMATES OF APPROPRIATIONS, 1957 
OPERATING EXPENSES, PUBLIC BUILDINGS SERVICE 
PROPOSED AMENDMENT 


On page 10, line 28, strike out ‘$122,694,200”" and insert in lieu thereof 
$128,084,500”’. 
BUDGETARY DATA 
1957 budget estimate $128, 598, 000 
1956 appropriation : ee 
Annual act, OE, PBS oa 97, 595, 500 
Annual act, EOE___- 11, 400, 000 
Public Law 94 supplemental, OE PBS 3, 885, 100 
Public Law 94 supplemental, EOE 254, 200 
Comparative transfer, administrative operations 3, 092, 900 
Comparative transfer, OF, NARS__------ epPaeo kl e de ls eed —17, 000 
Transfer to “Operating expenses, TPUS”. — 62, 500 


116, 148, 200 


Change 1956 to 1957_- : : : ees _._. +12, 449, 800 


1957 bill as reported to House ; 122, 694, 200 
Proposed amendment 128, 084, 500 


Change from bill as reported to the House +$5, 390, 300 
LEGISLATIVE HISTORY 


1. GSA justification of budget estimates, pages 19 to 74. 

2. House hearings, pages 633 to 718. 

3. House Report No. 1847, page 7: “Operating expenses, Public Buildings Serv- 
ice.’—This appropriation provides for the acquisition, rent, operation, and 
utilization of general purpose space in public buildings over the entire United 
States, and the maintenance, custody, management, and disposal of real prop- 
erty. It includes funds for repairs and alterations to Government buildings in 
the District of Columbia, including a new program for air conditioning. For 
1957 there are also included certain items which have previously been financed 
from other appropriations, the largest one being the item for emergency operating 
expenses. For these activities the committee recommends $122,694,200, which 
is a reduction of $5,903,800 in the budget estimate, and an increase of $6,535,300 
over funds to be available for 1956 because of several new items including a new 
air-conditioning program and additional space which has heretofore been 
financed by other agencies themselves. 

The committee has reduced the estimate of $55,501,200 for operation of Govern- 
ment-owned space by $1 million and it has reduced by $4 million the $42,393,000 
estimate for rental and operation (janitorial service, etc.) of leased space. No 
part of the reduction shall come from cleaning and maintenance of buildings. 

It has come to the committee’s attention that space is not being utilized to 
the best advantage not only in Government-owned building but in leased space 
in buildings in various cities. The committee realizes that the General Services 
Administration is responsible for the efficient use of rented space as well as well 
as space the Government owns, and at the same time is at a disadvantage 
because it has no authority to enforce its judgment against that of any other 
agency, regardless of how flagrant the waste may be. 

It is proposed that the General Services Administration pursue a more active 
program in 1957 in the space utilization program. To strengthen the General 
Services Administration hand in the better utilization of space the committee 
will consider the use of limitations on the use of funds to be spent on Govern- 
ment-owned or rented space. The committee is certain that a great amount can 
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be saved in this matter and the savings of $5 million in the two items above in this 
year’s bill shall be accomplished by reduction in the number of square feet of 
rented space and better utilization of Government-owned buildings. 

“The other reductions are $500,000 for the air-conditioning program in the 
District of Columbia, $41,000 for surplus property disposal, $171,750 for the 
national industrial reserve, $13,500 in excessive costs for purchase-contract 
space, and $177,550 in administrative operations.” 


JUSTIFICATION 


This amendment proposes restoration of the budget estimate, except in items 
totaling $513,500. As House report was specific as to where each portion of the 
cut was made, justification of this appeal for restoration is directed toward 
each. 

1. Reduction of $1 million from estimate for operation of Government-owned 
space 

The principal elements of cost to be financed are utilities, cleaning, and main- 
tenance. Utility costs cannot be reduced. In fact utility rates are continually 
increasing. House report states no part of reduction shall apply to cleaning and 
maintenance of buildings. 

Accoringly, application of the cut would require elimination of an average 
of 1,500,000 square feet of Government-owned space. There is no estimate in 
the budget to finance moving and space adjustments that would be required to 
vacate such a quantity of space even if rented space was available to house the 
occupants. 

Although much Government-owned space is substandard, the Government does 
not own enough space to house all of its operations and has to lease millions 
of square feet of space for the excess. The cut would produce an untenable situ- 
ation, 


2. Reduction of $4 million from rental and operation of leased space 

This cut is equivalent to the cost of some 2 million square feet of space pres- 
ently under lease for 1957 housing about 14,000 employees of other Government 
agencies. Budget estimates of tenant agencies do not disclose such reductions 
in their employment—in fact, many provide for increases over 1956. 

Extensive reductions in space require many months for planning where space 
reductions are to be made, negotiations with agencies affected, securing quarters 
into which their employees are to be moved, alteration of such space to meet 
needs of agencies, negotiating with lesees fur cancellation of leases, moving 
Government equipment to new location, restoring leased premises to original 
condition, and related operations. In addition, there is the mater of addi- 
tional expense involved such as cost of alterations of space into which agencies 
would be moved, cost of moving their furniture, supplies and equipment, cost of 
restoring premises given up, etc. Funds are not available for meeting such 
expenses. 

GSA has followed an aggressive program of reducing leased space under direct 
appropriations as reflected on page 22 of the justification of estimates. The 
total of 31.4 million square feet in 1953 has been reduced 3.3 million in 1954, 4.4 
million in 1955, and 2.4 million in 1956—a total of 10.1 million square feet in 3 
years, 

The need for leased space is now fairly stabilized and it is contemplated that 
most increases in space requirements of other agencies in 1957 will be absorbed 
by improved utilization of space. 

Under circumstances outlined above, it is urged that the $4 million cut by 
the House be restored in full. 

3. Reduction of $500,000 for air-conditioning in District of Columbia 

No appeal is made of the 10-percent reduction. Under $4,500,000 in the House 
hill it is planned to do a complete job in Veterans’ Administration Building and 
sone less work than originally planned in south Agriculture unless experience 
demonstrates that work can be accomplished at unit costs below our estimates. 
}. Reduction of $171,750 for national industrial reserve 

Cut would necessitate deferral of lay-away or maintenance work on plants in 
custody of GSA which would accelerate depreciation and result in higher costs 
later. This situation has been made more acute by net additional requirement 
of $68,000 in 1957 for increase in maintenance workload for plants added to 

76535—56——-11 
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inventory since budget was prepared and probability of another requiring 
maintenance cost estimated at $60,000 per year. 

lull restoration of House cut is urged. 
5. Reduction of $41,000 in surplus property disposal 

Cut would preclude employment of 7 to the 10 new positions proposed in the 
budget estimate. Proportionally, this would reduce the capacity for disposing 
of surplus real property valued at some $25 million. Current declarations of 
surpluses indicate that declarations of property for disposal will greatly exceed 
capacity of present staff. 

In the interest of increasing proceeds to the Treasury and returning properties 
to private use and local tax rolls, it is urged that the House cut be restored. 


6. Reduction of $13,550 in operation of purchase contract space 
Dates of completion and occupancy of buildings acquired under purchase con- 
tracts are not sufficiently firm to sustain an appeal of this 10 percent reduction. 


7. Reduction of $177,550 in administrative operations 

House cut would unbalance the relationship between workload generated by 
the program proposed in the foregoing appeals. Amount included in budget 
estimate is necessary to keep performance and financing for administrative 
operations in balance with workload generated by program operations. Under 
the new administrative operations fund operation, it is important that closest 
possible balance be provided in each operation. Restoration of the House cut 
is necessary to carry this out. 


Summary reconciliation of budget estimate, House bill, and proposed amendment 


Budget . Amount | Proposed 
; { se ouse cut F . 
estimate House bill House cu appealed amendment 


“Operating expenses, PBS’’_-- $128, 598,000 | $122, 694,200 —$5, 903,800  +$5, 390, 300 $128, 084, 500 


Government owned space - - 55, 501, 200 54, 591, 200 —1, 000, 000 41, 000, 006 55, 501, 200 
Leased space 42, 393, 000 38, 393, 009 —4, 000, 000 +4, 000, 006 42, 393, 000 
Purchase contract space -- 135, 000 121, 500 —13, 500 | 121, 500 
Air conditioning in District | 

of Columbia : 5, 000, 000 , 500, 000 — 500, 000 : 4, 50%, 060 
National industrial reserve 1, 717, 200 145, 450 | —171, 750 +171, 750 | 717, 200 
Surplus property disposal] 541, 000 500, 000 — 41, 000 +41, 000 | 541, 0 
Administrative operations 3, 448, 000 3, 270, 450 —177, 550 +177, 550 3, 448, 000 
All other. oe 19, 862, 600 , 862, 600 |... | trades 19, 862, 600 


Mr. Poorman. Mr. Chairman, with reference to amendment No. 1, 
we request restoration of a total of $5,390,500, representing four 
items: (1) the operation and maintenance of Government-owned 
space, $1 million; (2) leased space, $4 million; (3) national industrial 
reserve, $171,750; surplus property disposal, $41,000; and adminis- 
trative operations, $177,550. We are not requesting the restoration of 
the reduction of $500,000 for air conditioning in District of Columbia 
and some minor cuts in this appropriation. 


AIR CONDITIONING IN THE DISTRICT OF COLUMBIA 


Senator Magnuson. Let us stop right there. 

The Veterans’ Administration wanted to air condition their build- 
ing here, is that correct ? 

Mr. Poorman. We selected that building, sir. 

Senator Magnuson. You selected that building and you got a 10 
percent reduction. You are going ahead with the project, though, 
are you not ? 

Mr. PoorRMAN. Yes, sir. We will go ahead. 

Sen: ator Macnuson. But you will go ahead 10 percent less, is that 
a out it ¢ 








) 


) 
0 
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Mr. Scumipr. We selected two buildings on a basis of pr ior ity, one 
the Veterans’ Administration Building, and the other the South 
Agriculture Building. As far as the South Agriculture Building is 
concerned, we can only do a portion of that. The total cost of that 
is in excess of $9 million and the Veterans Building slightly more 
than $214 million, so we will do all of the Veterans’ Building and 
only a portion of the South Agriculture Building. 

Senator Magnuson. The reason I asked the question is that, if we 
are going to do it anyway, we might as well get it done as soon as we 
can, but this will give you adequate money for reasonable progress 
in the two cases ¢ 

Mr. Scumipr. That is right. 


NATIONAL INDUSTRIAL RESERVE 


Senator Magnuson. What is the national industrial reserve ¢ 

Mr. og? ap at is property that was transferred after the war to 
this reserve. GSA is responsible for the maintenance and protection 
of these. 

Senator Magnuson. Is that plant and equipment / 

Mr. Poorman. Plants and tools, yes. 

Senator Magnuson. Do you keep those stored or in the place they 
were / 

Mr. Poorman. Some of both, sir. We will speak to that in a moment. 

If it pleases the Chairman, I would like to have Mr. Schmidt to 
speak on the restoration of $1 million Government-owned space and 
$4 million on leased space and then Mr. Strawser will pick up the items 
on “National industrial reserve” and “Surplus real property disposal.” 


RESTORATION OF CUTS IN BUILDINGS MANAGEMENT 


Mr. Scumipr. The House reduced the estimate for operation and 
maintenance of Government-owned space by $1 million, and the esti- 
mate for rental and operation of leased space by $4 million. In mak- 
ing the reduction they indicated that no part of the reduction shall 
come from cleaning and maintenance of buildings. The committee 
in its report indicated that the cut would give us some assistance in 
space utilization on the basis that, by reducing the amount of funds 
for space, it would be helpful to us in enforcing good utilization. 
Of course, control of funds 1s helpful and effective in space utilization. 
However, we are faced with two major problems which make it essen- 
tial that the smounts be restored. 

First, we have a lot of obsolete and inefficient buildings, and the 
second problem is the general increase in employment in the agencies 
for which we must provide housing. 


OBSOLETE BUILDINGS 


On the matter of obsolete buildings, the committee referred to 
several cases of poor utilization in New York. In one building, 252 
Seventh Avenue, with about half a million square feet of space occu- 
pied by the Veterans’ Administration, there was about 100,000 square 
feet of space surplus to the needs of VA. he have been able to work 
out a reassignment of that space to the Navy Department. Use 
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of the space had been programed in this item and will ultimately 
release an equivalent amount of leased space. 

Another building was 641 Washington Street, which is an old 
appraisers’ stores building, built, I believe, around 1890. The build- 
ing was built for warehouse and storage purposes. We are attempt- 
ing to use portions of it for office purposes. The building is not 
good. It is almost a hopeless task to get good utilization by the agen- 
cies in that kind of space without spending large sums of money for 
renovation which is uneconomical in such obsolete buildings. These 
examples are somewhat typical of many buildings that we have around 
the country. 

The committee was of the opinion that we should replace some of 
these obsolete buildings, but we haven’t had a general construction 
program since 1940, and while we will get some relief from the lease- 
purchase program, that won’t come until some time after 1957. 

Senator Magnuson. You do not save any money on the lease- 
purchase program. 

Mr. Scumipt. We feel that it will result in savings to the agencies 
by permitting us to replace obsolete facilities and give them adequate 
space within which they can work and in which they can consolidate 
their operations. 

Senator Maenuson. I do not disagree with the lease of buildings. 
T am just disagreeing with the method of lease-purchase which some- 
times doubles the amount. 

Mr. Poorman. We are merely saying that new space will get us 
out of obsolete space. 

Senator Maenuson. I agree with you on that. 

Mr. Scumipt. The House reduction of $1 million in Government- 
owned space creates an almost untenable situation. The reduction 
represents about a million and a half square feet. of space, and even 
though an obsolete building isn’t the best space it is still cheaper than 
renting space to provide for the tenants that are now occupying it. 

The reduction of $4 million for leased space represents about 2 
million square feet of space, and housing for around 14,000 employees. 

Senator Maenuson. Let me ask this. That is an amount you are 
asking to be restored, is it? 

Mr. Scnmipt. We are asking that the $1 million and the $4 million 
be restored. We have reached a period in our space program where 
it is relatively stabilized. We have over the past 3 years released 
more than 10 million square feet of leased space, but at the moment 
the program seems to be stabilized at a minimum. However, agencies 
are now asking for additional space. 

As reported to us, Federal employment is on the increase and we 
have more people to house, many of whom will have to be squeezed 
into such space as we have. We cannot eliminate the 314 million 
square feet of space which would be required by the House reduc- 
tions and the committee stated in its report the reductions shall not 
be made in cleaning and maintenance of buildings. 

Senator Maenuson. I listened to another group here the other day 
tell me solemnly that Government employment is on the decrease 
and I have been reading in the papers about that every once in a 
while, but apparently General Services find that it is on the increase. 

Mr. Scumipr. Total Federal employment a year ago in February 
was 2,142,171, but this year was 2,160,104. We house only about a 
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half million of the total of two million-odd employees, so ours are 
perhaps the more stable of the total. 

Senator Magnuson. The more unstable if they are on the increase. 

Mr. Scumipr. We have actually canvassed each agency as to its 
anticipated personnel increases or decreases and space needs. 

Senator Magnuson. I suppose what happens in an agency down- 
town that would be not under your jurisdiction is that if they dropped 
20 people there would be no tendency to give up the space which 
those 20 people occupied. 

Mr. Poorman. We try to watch them reasonably close and catch 
that in our space surveys. This is not just downtown, but all over the 
country. 


LEASING AUTHORITY OF GSA 


Senator Dirksen. Does GSA have exclusive authority now over 
these rentals ¢ 

Mr. Poorman. Space rentals? 

Senator Dirksen. Yes; leasing for Government purposes. 

Mr. Scumipr. Yes, for general — space. 

Senator Dirksen. For all agencies 

Mr. Scuipr. That is right, sir. 

Senator DrrxseNn. Can any department or agency of Government 
or any division of the department contract for and lease space with- 
out the approval of GSA? 

Mr. Scumipr. There are these exceptions. We have delegated the 
authority to lease space outside of 128 urban centers to the De »part- 
ment of Defense, the Department of Commerce, and the Agriculture 
Department, but within the urban centers the General Services Ad- 
ministration leases all general purpose space for all agencies. 

Senator Dieksen. In other words, for any of the large metropolitan 
communities in the country no agency of Government can contract 
for or lease space ? 

Mr. Scumipt. That is right for general purpose space. 

Senator Dirksen. General purpose space ? 

Mr. Scumipr. Yes, sir. 

Senator Dirksen. Would not space be used by any ordinary Bureau 
in the Department of Agriculture, let us say, be regarded as general 
purpose space / 

Mr. Poorman. If it is routine office space. 

Senator Drrxsen. Is that not general-purpose space ? 

Mr. Poorman. Yes, sir. 

Mr. Mepiey. If they wanted to rent space, for a laboratory, which 
is special purpose, they could rent that type of space. 

Senator Dirksen. Let us just take space used by any bureau where 
they have a lot of administrators, and administrative assistants, and 
mainly clerical help, and they maintain records and so forth, that 
would be general-pur pose space 4 

Mr. Scumupr. That is right, sir. 

Senator Dirksen. So they could not contract to move to one spot 
from another without the approval of GSA ? 

Mr. Scumipr. That is correct, sir. 
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HOUSE ALLOWANCE FOR SITES AND PLANNING 


Senator Magnuson. Did the House give you, in your opinion, sufii- 
cient money for your sites and planning? 

Mr. Poorman. There is no change from the budget estimate there, 
sir. 

Senator Magnuson. It is $5 million ? 

Mr. Poorman. Yes, sir. 

If I may, sir, there were two lesser items in our amendment No 
that we would like to discuss. 

Senator Magnuson. Pardon me. Finish those other two. 

Mr. Poorman. If it pleases the committee, we will make it very brief 
and then take questions. 


RESTORATION FOR NATIONAL INDUSTRIAL RESERVE 


Mr. Srrawser. Mr. Chairman, we are asking for full restoration of 
the House reduction of $171,750 for the national industrial reserve 
program. That item covers two separate programs: one, the protec- 
tion and maintenance of industrial plants and machine tools that are 
maintained in a reserve to meet essential needs of the armed services 
in case of national emergency, and, second, the protection and main- 
tenance of surplus real properties pe nding disposal. 

I would like to say that, since the origin: al preparation of our budget, 
our workload has had a net increase that would cost an additional 
$69,000. So you see the $69,000 additional workload plus the reduc- 
tion by the House of $171,750 would require a deferral of necessary 
maintenance and layaway work at the plants. This would accelerate 
depreciation and result in greater costs later. 

Senator Magnuson. And in some of these cases the industrial ma- 
chinery is right at a place where it is going to be kept in case it is 
needed: is that not correct ? 

Mr. Srrawser. That is generally correct but in some cases we have 
it stored in warehouses. 

Senator Magnuson. In Government warehouses / 

Mr. Srrawser. Yes, sir. 

Senator Magnvson. Government-financed buildings that the Gov- 
ernment built themselves in addition to plants or something of that 
kind ? 

Mr. Srrawser. We are using for storage two facilities on permit 
from the armed services. 


RESTORATION OF CUT IN SURPLUS REAL PROPERTY DISPOSAL 


The second item is the reduction of $41,000 in our surplus real 
property disposal program. 

Senator Magnuson. The purpose of that I think we understand. 
You are just getting a little more to dispose of. 

Mr. Srrawser. There is emphasis being made on the disposal of real 
property. 

Senator Magnuson. In all these cases have you had any offers for 
trades of property ? 

Mr. Poorman. Mr. Peyton, who is Chief of our Real Property Dis- 
posal Division, will answer that. 
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Mr. Peyton. We have had several offers to trade. 

Senator Magnuson. You do consider trades / 

Mr. Perron. We can consider trades for surplus property; yes, sir. 

Senator Magnuson. The reason I ask is they are having that situa- 
tion out in our area and I do not know the details, but there was some 
indication that maybe GSA would not entertain offers for trades 
even though they might deem it to be desirable, but you do? 

Mr. Peyron. In that particular case there was a desirable objective, 
if we could have obtained a piece of property we could have used. 

Senator Magnuson. In the last item you want $13,000 in operation 
of purchase contract space. 

Mr. Meptey. No, sir. 

Senator Magnuson. You are not asking for that ? 

Mr. Poorman. Neither that one nor the $500,000 eut in air condi- 
tioning buildings in the District of Columbia. 

Senator Magnuson. Then the S1L77.550. 


RESTORATION OF CUT IN ADMINISTRATIVE OPERATIONS 


Mr. Meptey. Mr. Chairman, we are appealing that item. May I 
suy by way of introduction to it that this year the House committee 
very generously went along with a ee! which we had worked out 
previously with the Bureau of the Budget and the General Account- 
ing Office to establish an administrative operations fund. This will be 
« central account, in which after enactment of appropriations, we 
would transfer the various amounts for administrative operations 
supplied by the various appropriations for budgeting and bookkeep- 
ing purposes. 

What we have done is to distribute the total administrative costs 
to the various program appropriations in direct relation to the work- 
load generated by these activities. Accordingly it is very important 
for us to keep that financing between appropriations in balance with 
the workload involved. This has a direct relation to the appeals, you 
might say, on the program items which Mr. Poorman and his asso- 
ciates have been disc ‘ussing. 

It is essential that the cut on this item be restored in order to enable 
us to give the necessary administrative support to these particular 
programs, so we do need the funds. 


INVENTORY OF REAL PROPERTY 


Senator Magnuson, Also included in that is a matter in which this 
committee has been vitally interested because I think we were at least 
50 percent responsible for requiring you to go ahead with that real- 
estate inventory; 100 percent, Mr. Cooper informs me. 

Mr. Meptry. That is correct, sir. 

Senator MaGnuson. We have here the amount of $80,700 for the 
real-property inventory. That is what we directed you to compile. 
You have released the domestic inventory—that is Senate Document 
100—and the foreign possessions and territories, Senate Document 
10°. JT understand “these inventories will continue and you will just 
add supplements every fiscal year; is that correct 

Mr. Meptey. That is correct, Mr. Chairman, and as you indicated 
the amount in the budget is $80,700 for 1957, which is an increase of 
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$20,700 over 1956. The reason for that increase is that we have pro- 
posed in the budget estimate the inclusion of leased real estate, as well 
as the properties that the Government has owned. 

Senator Maenuson. In other words, you want to add to this in- 
ventory the leased properties ? 

Mr. Meptey. Subject to the approval of the committee; yes, sir. 


USE OF INVENTORY BY AGENCIES 


Senator Magnuson. I want to place in the record some letters show- 
ing the use of this inventory by other Government departments. I 
think it has been well used. 

( The letters referred to follow :) 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., April 19, 1956. 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate, Washington 25, D. C. 

DEAR Mr. CHAIRMAN: Last month, in my letter of March 14, 1956, you were 
advised of the use being made of the detailed real-property inventory listings 
by the Air Force and the Office of Education. 

Since then, the Federal Civil Defense Administration requested and was fur- 
nished a copy of the detailed inventory listings for properties of the civilian 
agencies. This listing will be used to facilitate obtaining suitable warehouse 
space from existing Government-owned facilities in connection with their stock- 
piling program. 

We have also furnished each of GSA’s regions with detailed listings of all 
federally owned properties in the States under its jurisdiction, to be used in re- 
viewing and evaluating such properties to achieve maximum utilization and en- 
courage disposal of property not needed. Other controlling agencies are making 
similar use of these inventory listings. 

We shall endeavor to keep you informed on future developments, which may 
be of interest to you and your committee. 

Sincerely yours, 
FRANKLIN G. FLOETE, Administrator. 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., March 14, 1956. 
Hon. Cart HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate, Washington 25, D. C. 


Dear Mr. CHAIRMAN: We thought you might be interested in the increased 
use being made of the real property inventory, prepared at the request of the 
Senate committee. 

A request for a copy of the detailed real property inventory listings for civilion 
agencies has been received from the Air Force for use in reviewing the availa- 
bility of property already owned by the Government whenever additional land 
is requested for industrial facilities expansion. 

A request for a copy of the detailed inventory listings for all agencies has also 
been received from the Office of Education. These listings will be used, as a 
year ago, in connection with the administration of Public Laws 815 and S874 
in determining the ownership of properties claimed by school districts in their 
application for financial assistance under these laws, to avoid overpayments. 

Attached are copies of correspondence in connection with the above requests. 

We feel sure that as the inventory becomes more generally known, it will be 
used more and more to effect economies in the management of real properties 
throughout the Government. 

Sincerely yours 
FRANKLIN G. FLOETE, 
Administrator. 
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GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., March 12, 1956. 
Mr. CLAUDE M. Hirst, 
Chief, Property Section, Office of Education, 
Department of Health, Education and Welfare, Washington 25, D. C. 

DeaR Mr. Hirst: This is in reply to your letters of January 30 and Febru- 
ary 13, 1956, requesting a copy of the detailed inventory listing of Federal real 
property in the United States, as of June 30, 1955. 

Confirmation was received from the Department of Defense, in a letter dated 
March 5, 1956, that the following people have the neecssary security clearances 
to use Defense’s portion of this listing: Mr. Claude M. Hirst, Miss Margaret 
Barnett, Mr. James BE. Williams, Mr. Joseph C. Hopkins, and Mrs. Effie C. Holt. 

As indicated in your letter, this listing will be used in the administration of 
Public Laws 815 and 874, in determining the ownership of properties claimed by 
school districts in their applications for financial assistance under these laws. 

As you know, this inventory was prepared by GSA at the request of the Senate 
Committee on Appropriations. We believe the Senate committee would be inter- 
ested in knowing about your use of this inventory. The committee is therefore 
being advised of your request. 

A copy of the detailed inventory listing is currently being processed. It will 
he setn to you under separate cover within the next few days. 

Sincerely ours, 
Max MEDLEY, 
Comptroller. 





DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
OFFICE OF EDUCATION, 
Washington 25, D. C., January 30, 1956. 
Mr. MAx MEDLEY, 
Comptroller, General Services Administration, 
Washington, D.C. 


Dear Mr. MEDLEY: You were kind enough to furnish us last year with your 
inventory or report on real property in the United States. 

We have found these to be most helpful in the identification of properties. 
We have been advised that a new set is being made available to the Senate Com- 
mittee for Federal Properties to July 1, 1955. We would appreciate it very much 
if you would make one set available to us to be used in the administration of 
Publie Laws 815 and 874. 

Personnel handling the military inventory have been given security clearance. 

Very truly yours, 
CLAUDE M. Hirst, 
Chief, Property Section. 


DEPARTMENT OF THE AIR FORCE, 
HEADQUATRERS UNITED STATES AIR FORCE, 
Washington, D. C., February 28, 1956. 
Mr. MAx MEDLEy, 
Comptroller, General Services Administration, 
Washington, D. C. 

DEAR Mr. Meprey: The Air Force desires to make use, wherever practicable, 
of property already owned by the Government whenever additional land is 
required for industrial facilities expansions. In order to insure the screening 
of the maximum of such potential sites the Air Force industrial facilities organi- 
zation should have available information on real property held by the civilian 
agencies of the Government in addition to the inventory of military real property. 

Mr. Sidney Orkin of your agency has advised Mr. P. H. Butler, Jr., of this 
headquarters that a copy of the detailed inventory listings of real property for 
the civilian agencies of the Government can be furnished to the Air Force in 
the near future. It will be appreciated if you will forward this copy, when 
available, to the Industrial Preparedness Branch, Headquarters, Air Materiel 
Command, Wright-Patterson Air Force Base, Ohio. 

Sincerely, 
W. R. CARTER, 
Colonel, USAF, Industrial Resources Division, 
D/Procurement and Production, DCS/M. 
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GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., March 12, 1956. 
W. R. CARTER, 
Colonel, USAF, Chief, Industrial Resources Division, 
D/Procurement and Production, DCS/M, Department of the Air Force, 
Headquarters, United States Air Force, Washington, D. C. 

Dear COLONEL CARTER: This is in reply to your letter of February 28, 1956, 
requesting a copy of the detailed inventory listing of real property for the 
cilivian agencies of the Government. You indicate that this listing will be 
used in reviewing the availability of property already owned by the Government 
whenever additional land is required for industrial facilities expansion of the 
Air Force. 

As you know, this inventory was prepared by the General Services Admin- 
istration, at the request of the Senate Committee on Appropriations. We believe 
the Senate committee would be interested in knowing your proposed use of the 
inventory as a tool in effecting economies in acquisition and achieving maximum 
utilization of federally owned real property. The committe is therefore being 
advised of your request. 

A copy of the detailed inventory listing is currently being processed... Per 
your request, it will be sent to the Industrial Preparedness Branch, Head- 
quarters, Air Materiel Command, Wright-Patterson Air Force Base, Ohio, 
within the next few days. 

Sincerely yours, 
Max MepLey, Comptroller. 

Mr. Friorre. I know it has been very well used in the Department 
of Defense. It is very valuable over there. 

Senator Magnuson. And that is included in the restoration of 
$177,550 4 

Mr. Meptey. That is correct, Mr. Chairman. 

Senator Magnuson. We will proceed on this tomorrow afternoon 
at 2 o’clock, and tomorrow morning we have the Housing Agency. 

(Whereupon, at 4:10 p. m., Wednesday, April 25, 1956, a recess 
was taken until 10 a. m., Thursday, April 26, 1956.) 
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THURSDAY, APRIL 26, 1956 
Untrep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The subcommittee met at 10:15 a. m., pursuant to recess, in room 
F-39, the Capitol, Hon. Everett McKinley Dirksen temporarily pre- 
siding. 

Present: Senators Magnuson, Ellender, Dirksen, and Potter. 


HOUSING AND HOME FINANCE AGENCY 


STATEMENTS OF ALBERT M. COLE, ADMINISTRATOR; JOHN M. 
FRANTZ, AGENCY BUDGET OFFICER; NORMAN P. MASON, COM- 
MISSIONER, FEDERAL HOUSING ADMINISTRATION; CARLOS W. 
STARR, DIRECTOR, BUDGET DIVISION, FEDERAL HOUSING AD- 
MINISTRATION; ALLAN F. THORNTON, DIRECTOR, RESEARCH 
AND STATISTICS DIVISION, FEDERAL HOUSING ADMINISTRA- 
TION; CHARLES E. SLUSSER, COMMISSIONER, PUBLIC HOUSING 
ADMINISTRATION; J. STANLEY BAUGHMAN, PRESIDENT, FED- 
ERAL NATIONAL MORTGAGE ASSOCIATION ; RICHARD L. STEINER, 
DEPUTY COMMISSIONER, URBAN RENEWAL ADMINISTRATION; 
AND JOHN C. HAZELTINE, COMMISSIONER, COMMUNITY FACILI- 
TIES ADMINISTRATION, HOUSING AND HOME FINANCE AGENCY 


HOUSE ACTION AND RESTORATION REQUEST 


Senator Dirksen (presiding). The committee will come to order. 
We will have the Housing and Home Finance Agency. 

Mr. Cole, suppose we put in the record your letter and the statement 
that you have sent to the committee with respect to the House action 
and your request for restorations. Then I presume you will probably 
want to proceed with your prepared statement. 

Without objection, that will be done. 

(The information referred to follows :) 

HovusinG AND HoME FINANCE AGENCY, 


OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., March 19, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Independent Offices Appropriation Subcommittee, 
United States Senate, Washington, D. C. 

Dear SENATOR Magnuson: I am transmitting herewith brief explanatory 
statements in connection with each of the amendments which this Agency pro- 
poses for your consideration in connection with the independent offices appropri- 
ation bill, 1957, H. R. 9739. 
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I appreciate the opportunity afforded by your committee to appear in connec- 
tion with these amendments. We shall be prepared at the hearing to support 
them in further detail and to answer any questions the committee may have 
concerning the amendments or other aspects of the budget proposals of this 
Agency for the fiscal year 1957. 

Sincerely yours, 
ALBERT M. CoLE, Administrator. 

(Norr.—The explanatory statements appear hereafter under the 
headings identifying the respective items concerned.) 


GENERAL STATEMENT 


Senator Dirksen. Mr. Cole, it is good to have you. 

Senator Porrer. It seems like old times. 

Mr. Cote. Mr. Chairman, I have a suggestion about a method of 
procedure, subject to your approval. My statement is divided into 
items which are to be presented to the committee. Subject to ap- 

»roval, I would like to read my statement, stop at the end of the first 
item and then, if you have questions, we will take up that item by 
item. 

Senator Dirksen. Very well. There will be no objection. 

Mr. Coir. Mr. Chairman and Senators, I appreciate this oppor- 
tunity to appear before your committee in connection with those pro- 
visions in the independent offices appropriation bill for 1957 which 
affect the Housing and Home Finance Agency. 

As the committee knows, our budget covers the requirement of the 
Agency and its five constituents, namely : 

The Urban Renewal Administration, which carries out the program 
of urban renewal and slum clearance and certain closely related 
activities. 

The Community Facilities Administration, which carries out a num- 
ber of active programs of loans and advances to aid in the planning 
and production of facilities of various kinds, including college-housing 
loans, and also is completing the liquidation of several programs 
which are no longer active. 

The Federal Housing Administration, which insures mortgages and 
home-improvement loans, and through this process plays a vital role 
in the national housing economy. 

The Public Housing Administration, which is responsible for the 
low-rent public housing program and also for the management and 
liquidation of the remaining war and emergency housing still in use. 

The Federal National Mortgage Association, which provides a sec- 
ondary market for home mortgages, as well as providing support to 
certain special housing programs, and managing and liquidating the 
large portfolio of Government-owned mortgages acquired under past 
programs. 

In addition, the budget provides for the Office of the Administrator, 
which coordinates the activities of the whole Agency and has certain 
special further responsibilities. 

The heads of the constituent organizations are here with me today, 
Mr. Chairman. With your permission—I have already made’ the 
suggestion that to keep the record clear we take this up item by item. 

The first item, Mr. Chairman, deals with salaries and expenses for 
the Office of the Administrator. I think it would help to insert three 
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tables summarizing the budget of that office, followed by our formal 
appeal statement on the appropriation involved. 
(The information referred to follows :) 


TaBLE I.—Sources of funds for staff expenses 


Oe Snienneugeunempemmenenetinienenenen 




















; a 
| 
s as i | Actual, | Estimate Estimate, 
Sources of funds 1955 1956 1957 
Appropriations: 
Salaries and expenses: 
AD MM noid iwc a ns ugubhineenane j . $3, 968, 500 $5, 000, 000 $6, 450, 000 
Proposed supplementals: 
Pay increase.-_-- Mere eyo ‘ é 318, 500 | 
Travel : ‘ 38, 700 | 
Reserve of planned public works. : 60, 000 
Total, salaries and expenses--.------ 3, 968, 500 | 5, 417, 200 6, 450, 000 
Statistics on housing demand---..--...--.----. ----- en ; natal 175, 000 
Authorizations: | 
College housing loans: 
Annual act ‘eckdataasmed 384, 000 500, 000 1, 100, 000 
Proposed supplementals: | 
Pay increase ci = ‘ ; 0 COG Bcc axname 
College housing loans. ----- : 187, 000 
Total college housing loans-_------ : 384, 000 1, 100, 000 
Revolving fund (liquidating prea ams): 
Annual act 1 597, 000 270, 000 210, 000 
Proposed supplementals: 
Pay increase ‘ aa ‘ 7 ; 18, 000 
Travel Pikeman = 2, 000 
Total, revolving fund.-.-.........--.-- 597, 000 290, | 000 210, 000 
Public facility loans---..- ens s | 75, 000 159, 500 475, 000 
Total sources of funds-_-- ‘ 5,0 24, 500 6, 591, 700 8, 410, 000 
Unobligated balance: estimated sav ings- aia oneaatl — 43, 237 . 
"FE Ot GN istanw is bcchoncnonaccdaccencduaas 4, 981, 6, 591, 700 8, 410, 000 
1 Includes transfer for FHA special investigation pursuant to Public Laws 357 and 663. 
TaBLeE II.—Comparison by activity 
| Actual, 1955 Estimate, 1956 Estimate, 1957 
| Man- | Man- Man- 
| years Amount | years Amount years Amount 
ete eae os saclenieeasiali scion ? - - 
General agency supervision ---| 113.0 | $1, 018, 762 113.0 $938, 000 119.0 | $990, 000 
Consolidated compliance activities....--| 45.8 | 339,443 | 68.0 | 510, 000 | 64. 5 485, 000 
Agencywide coordination of urban | 
renewal activities 14.2 115,263 | 28.0 225, 000 34. 5 270, 000 
Voluntary home mortgage credit pro- | | \ 
gram | 24.3 206, 239 62.0 | 446, 000 70.0 | 505, 000 
Public works planning advances. ....---| 5.5 42, 191 25. 0 199, 500 65. 0 500, 000 
L rban renewal programs. --_. | 264.6 2, 213, 192 374.6 | 3,008, 700 455.0 | 3,700,000 
Statistics on housing demand_-_-- 3 4= shan ” | Rca | 175, 000 
College-housing loans. - - - Eades | 47.8 391,576 | 87.0 725, 000 | 138.0 | 1, 100, 000 
Public-facility loans Palit de tagcat 4.0 32,240 | 21.0 159, 500 61.5 | 475, 000 
Liquidating activities _ enee-f 40.0} 367,952 | 38.0 290, 000 | 28. 5 | = 000 
FHA special investigations....------.--| 37.1 | 254, 405 
TOR Ei iit cnctokedancts ct Cee 4,981,263 | 816.6 6, 591, 700 | 1,036.0 | 8, 410, 000 


| 
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Tas_eE III.—Comparison by organization unit 


| Actual, 1955 | Estimate, 1956 Estimate, 1957 


Organization unit a Se ce A cee 
| Posi- | Man- | Posi- | Man- 
| tions | 


| 
Posi- Man- 
years tions years | tions | years 


Administrator 8 
Deputy Administrator , : 2 
5 


! 
International Housing Staff. | . 
Racial Relations Service___- f 5. 8 ; 
Division of Compliance-__. nes ; 68 | 3.0 | 
Special staff for FHA Investigation 136 Be ho ee 
Congressional Liaison and Public Affairs... ._-- Se 17 12.! 18 
Division of Plans and Programs. ---.-_-_- 32 | 28. 33 .0 | 
Division of Law-- - bt Sata eae 46; 39.6 52 50. | 
Voluntary home mortgage credit at 562] 18.§ 57 5.0 | 
Urban Renewal Administration 90 | 67.7 | 838} 77.01 
Community Facilities Administration Koen 27 | 22.3 | 35 
Administrative Staff Services._.............--....---.-| 73 | 61.0} 74 

Audit Branch oe Pea vee tewe tak at 20 16.9 | 25 

General ‘ ervices Branch__- 50 | 41.5 50 | 
Division of Field Coordination f 3 a7} 3 2. 2 | 


Subtotal central office 654 | 398.8 | 521 | 476.0 | 











Regional offices: | 
Regional administrator - - --. seed ica ks 17 | 4.9 | : 22.9 
Community Requirements Branch peek 18 | 4. | 16.0 | 
Legal Branch - piekeruneatunnmnkceddcous 38 30. 6 2) 38.4} 
Administrative Branch. | 35 . 6 | 42.6 
Community Facilities Activities....____- re 4 on | 5.7 
Engineering Branch aa pened ie 20 2. 6 | 54 | 44.3 | 
Financial Analysis Branch ees 16 | 9. ¢ 19.7 
Urban Renewal Branch | 130° | 94, 151.0 








Subtotal regional offices ES 206. 5 389 | 340.6 





Positions and average employment-----__.-.----} “932° 910 816.6 | 
Personal services a . Sask ieloall $4, 072, 143 | $5,477,000 | $6, 978, 000 
Other objects of e xpense es ; taeda Bam 909,120 | 1, 114, 700 1, 432, 000 
I oan Se ccasteckaaeceanet 4 4,981,263 | 6, “591, 700 | 8, 410, 000 


HovusING AND HOME FINANCE AGENCY, OFFICE OF THE ADMINISTRATOR 
SALARIES AND EXPPENSES 
(Estimate, $6,450,000; proposed by committee, $6,000,000; in act, $6,000,000) 
(House hearings, pt. 2, pp. 1016 ff.) 


Page 19, line 5, strike out the figure “$6,000,000” and insert in lieu thereof 
“$6,450,000”, the estimate, an increase of $450,000 above the amount allowed by 
the House committee. 


HOUSE REPORT 


(Pertinent excerpts, H. R. No. 1847, p. 11) 


“Office of the Administrator, salaries Gnd exrpenses.—The bill provides an 
appropriation of $6 million for the Office of the Administrator, which is un in- 
crease of $1 million over the amount appropriated in 1956 and $450,000 less than 
the budget estimate. This item finances general agency supervision, compliance 
activities, agencywide coordination of urban renewal, the voluntary home mort- 
gage credit program, and administrative expenses for the public works planning 
and urban renewal programs. 

“The increase for 1957 provides for the added cost of pay increases and for 
90 additional jobs. Fifty of the new employees will be added for the urban 
renewal program and 20 for the administration of advances for pubile works 
planning.” 

JUSTIFICATION 


The “Salaries and expenses” appropriation item constitutes the basic appro- 
priation to the Administrator for administrative expenses. The appropriation 
covers nine programs and activities conducted by the Office of the Administrator, 
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the Community Facilities Administration, and the Urban Renewal Administra- 
tion. 

The budget estimate of $6,450,000 was reduced to $6 million by the action of 
the House, a reduction of $450,000. 

As indicated in the House report quoted above, the estimate represents an 
increase over the amount appropriated for the current year. The report states 
that the increase will provide 50 new employees for urban renewal activities, 
and 20 for the administration of the program of advances for public works 
planning. The net result of this action of the House is to provide only half of 
the requested increase in staff for the advance planning program and 60 percent 
of the increase recommended for urban renewal. In order to permit the effective 
administration of these programs, the full amount of the budget estimate is 
necessary to permit the employment and maintenance of an adequate staff. 


ADVANCES FOR PUBLIC WORKS PLANNING 


The advance planning program is authorized by section 702 of the Housing 
Act of 1954, as amended. This program, under which interest-free advances are 
made to State and local public agencies for planning needed local public works, 
was initiated to encourage the creation and maintenance of a reservoir of 
planned works which can readily be placed under construction should national 
or local economic conditions make such action desirable. The Federal advance 
is repaid at the time of construction. 

The present program has been relatively slow in getting underway. The very 
limited fund appropriation available to the Agency xt the start of the program 
prompted the adoption of strict criteria no only on the type of applications to be 
accepted, but also on the amount of advances per project. These restrictions 
effectively discouraged applicants from applying. However, with the establish- 
ment of the revolving fund under the terms of the Housing Amendments of 1955 
and the appropriation of additional program funds, most of the administrative 
restrictions were removed and local interest in the program is expanding rapidly. 

Since last fall, there have been in excess of 1,000 inquiries, primarily for 
assistance in planning water and sewage facilities. As of February 20, 1255, 545 
applications have been provided to interested communities and more than 100 
are in the various processing stages within the Agency. At the same time, only 
36 advances amounting to some $500,000 have been approved. Reports from the 
Agency regional offices show that the tempo of the program is rapidly expanding 
and that the workload projection accompanying the budget request will prove 
to be realistic. In the months ahead and particularly in fiscal 1957, the rate of 
processing the current and anticipated volume of applications will require more 
staff resources than it will be possible to employ with the administrative expense 
funds allowed by the House. It is essential that applications receive prompt 
attention and action by the Agency if effective Federal-local government rela- 
tionships are to be maintained. 

The budget request—which is a part of the “Salaries and expenses” appropri- 
ation—amounted to $500,000, the amount necessary to support an average 


a) 


staff of 65 man-years. Under the amount allowed by the House, only $520,000 
would be available for allocation to the advance planning program. This 
umount would be some 20 man-years below the staffing level necessary to meet 
estimated workload requirements to avoid the development of serious backlogs. 


URBAN RENEWAL AND SLU M-CLEARANCE PROGRAM 


The “Salaries and expenses” appropriation also includes administrative ex- 
pense funds to provide staff assistance for necessary administrative operations 
of the slum-clearance and urban renewal program. Four identifiable activities 
are included under this functional heading and each is described briefly below, 
together with an indication of anticipated workload for the budget year. 

The budget request for urban renewal activities amounted to $3,700,000—an 
amount estimated to support an average employment of 455 during fiscal 
1957. The budget estimate reflected an increase of some 80 man-years, of which 
20 were identified as departmental staff and the balance of 60 as field staff to 
deal directly with local communities in the administration of local urban renewal 
undertakings. 

Under the reduction imposed by the House, the operating budget for urban 
renewal activities would be cut by the equivalent of 30 man-years. A reduction 
of this size will place the Administrator and the Urban Renewal Administration 
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in the position of being unable to provide the level of technical assistance and 
prompt administrative processing that participating communities have a right 
to expect. One of the most frequent criticisms directed toward the administration 
of the urban renewal program has been the lack of staff to provide these services. 


SLUM-CLEARANCE PROGRAM (OLD LAW) 


The slum-clearance and urban redevelopment program refers to the original 
activity authorized under title I of the Housing Act of 1949. The Housing Act 
of 1954 specifically permits all projects receiving financial assistance prior to 
its enactment to proceed as planned and this preserves work underway and the 
contractual arrangements in existence. It is estimated that at the start of the 
fiscal year 1957, there will be more than 200 projects in this part of the pro- 
gram—with some 60 still in the planning stages and about 140 in execution. 


URBAN RENEWAL PROGRAM (NEW LAW) 


The urban renewal program authorized by the Housing Act of 1954 is based 
upon a broader premise than the slum-clearance program. Under urban re- 
newal, the community must demonstrate that it has a workable program and 
urban renewal plan that deal with the causes of slums and urban blight as 
well as the symptoms, and that aim to prevent the spread and recurrence of 
these conditions as part of a long-term plan for the locality. The workload pro- 
jection for the urban renewal activity shows that by the end of the budget year 
some 233 communities will have qualified and that at least 178 specific urban 
renewal projects will have been initiated. It is estimated that of this total 112 
will be in the planning stages and 66 in execution. 

The urban renewal provisions of the Housing Act of 1954 represent a major 
step forward in the overall program of developing the opportunities for com- 
munities with the technical and financial assistance of the Federal Government 
to get at the problem of their slums. The staff to do this job has largely been as- 
sembled and must be retained and somewhat expanded as workload increases 
if the program is to move forward as planned. 


DEMONSTRATION GRANT PROGRAM 


The administrative expense appropriation also provides for the conduct of the 
demonstration grant program authorized by section 314 of the Housing Act of 
1954. This authority provides for grants to eligible public agencies up to two- 
thirds of the cost of projects designed to develop, test, and report upon improved 
techniques and preventing and eliminating slums and urban blights. As an in- 
tegral part of the overall urban renewal activity, a total of $5 million of the 
urban renewal capital grant contract authorization and funds is reserved for 
this purpose. 

URBAN PLANNING ASSISTANCE PROGRAM 


The “Salaries and expenses” appropriation also provides for staff expenses for 
the urban planning assistanec program authorized by section 701 of the 1954 
act. This part of the statute authorizes a program of matching grants to State, 
regional, and metropolitan planning agencies to assist urban planning in small 
communities and planning on a metropolitan or regional basis. The total author- 
ized program for urban planning grants is $5 million under which approximately 
100 or more communities and planning agencies will be assisted. The potential 
workload under this program has prompted the submission of legislation to in- 
crease the basic statutory authorization by an additional $5 million and the 
budget forecasts the submisison of a supplemental estimate of appropriation 
after the enactment of proposed legislation. 


SALARIES AND EXPENSES 


Mr. Core. The first item we reach in the bill, Mr. Chairman, is the 
appropriation “Salaries and expenses, Office of the Administrator.” 
Under this head we asked for $6,450,000 in the budget. The House 
reduced this figure to $6 million—a reduction of $450,000—and we are 
recommending that the amount be restored to the full amount of the 
budget: request. 








PF 
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This appropriation covers 6 separate programs or activities—the 
first 6, if the committee cares to refer to it, in table IT above. Three 
of these are aspects of the overall task of the Office of the Administra- 
tor concerned with coordination and supervision of the Agency, in- 
cluding the responsibility of furnishing a consolidated investigative 
and compliance service for the Agency as a whole. The other three 
are major operating programs: The administration of urban renewal 
and slum clearance: the conduct of a program of advances to assist 
local public bodies in public works planning; and the administrative 
or operating expenses of the National Voluntary Home Mortgage 
Credit Program. 


INCREASED WORKLOAD IN FISCAL YEAR 1957 


Now I am willing to go into these activities with the committee in 
as much detail as you may desire. The thought I want to point up 
now is that these three major programs are all to a considerable ex- 
tent new, or newly expanded or enlarged. The workload is increasing 
as we go along. We anticipate that it will increase still further in 
fiscal year 1957. At this point, we are being pressed all along the 
line to keep up with the job. I am fearful that the reduction made 
by the House—even though it is not a very great amount in dollars 
or percentage of total—will take away just that margin that would 
make it possible for us to keep abreast of an expanding job and avoid 
the backlogs, delays, and the ragged performance that inevitably re- 
sult when a limited staff has to be stretched too thin. 


URBAN RENEWAL PROGRAM 


The urban renewal program is growing week by week as more com- 
munities come to grips with their local problems of slums and blight. 
At the start of the current fiscal year, some 196 cities had obtained 
approval for the planning or execution of 297 projects to be assisted 
under the program. Six months later at December 31, 1955, there 
was a total of 340 projects in planning or execution in 218 cities. 
This rate of participation has already exceeded the budget estimates 
for the current year and, thus. the Agency will go into the fiscal year 
1957 with a heavier workload than was forecast when the expense 
estimates were developed some months ago. In addition to this 
project activity, the Agency is also responsible for related activities 
in making planning grants and demonstration grants, in certifying 
workable programs, and in providing technical and professional as- 
sistance to participating communities. 

In the program of advances for public works planning, the volume 
of inquiries and applications is definitely on the increase. 

The voluntary home mortgage credit program, in a little over 1 
year of full operation, has established itself as a successful device for 
assisting home mortgage financing in remote areas and small commu- 
nities, and for minority housing financing. The volume of applica- 
tions and loan placements has accelerated in recent months and there 
is every reason to believe that workload will continue to rise. 

I hope the committee will see fit to restore the budget estimate, 
pecans there is every indication that the job contemplated in the 
budget will be there to do—and perhaps more as well. 

76535—56——12 
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COMMUNITIES FACILITIES ADMINISTRATION 


Senator Dirksen. Mr. Cole, before you go any further, give the com- 
mittee a word or two about the Community Facilities Administration 
which you refer to on the first page of your prepared statement. 

Mr. Core. Mr. Chairman, are you interested in its responsibilities 
and what it does ? 

Senator Dirksen. Generally so. I notice that you have the liquida- 
tion of several programs which are no longer active. I thought per- 
haps we ought to be better informed. 

Mr. Cote. The Community Facilities Administration has a number 
of responsibilities. I will refer first, however, to the liquidating pro- 
grams which the chairman mentioned, and then discuss the other 
items with you. 

There are 6 programs which have been assigned to Community 
Facilities Administration for liquidation. They are the Alaska hous- 
ing program; the prefabricated housing loans; the defense public 
works program; the defense community facilities program; the first 
advance planning program; and the second advance planning pro- 
gram. 

The liquidation of these 6 programs is proceeding at a satisfactory 
rate I believe. We mention in our justification that the revolving 
fund will have declined from $109.6 million at the beginning of 19: 5d 
to an estimated $44.7 million. We will have paid into the Treasury 
for that period $42 million. 

These programs were assigned to the Agency to liquidate—to collect 
on the assets outstanding. This is one of the activities of the Com- 
munity Facilities Administration. 


COLLEGE HOUSING LOANS 


The Community Facilities Administration also has the college 
housing program, whereby we assist colleges and universities to obtain 
dormitories and faculty housing. We buy their loans, if they are 
unable to sell them privately. “As a matter of fact, they are now 
largely unable to sell them privately, because the interest rate is so 
low that we are required to buy all of their housing loans. 

Senator Porrer. What is the interest rate ? 

Mr. Cour. 2.75 percent. It is set by formula in the statute. 

Senator Dirxsen. Did you insert in the House hearings a table 
showing the number and type of loans 

Mr. C OLE. Yes 

Senator Dirksen. And the total involved ? 

Mr. Corr. Did you say did we? 

Senator Dirksen. Yes. 

Mr. Coxe. I do not remember. We will insert it in these hearings. 

Senator Dirksen. You have in mind the number of loans involved 
and the aggregate amount. The detail can be put in the record later. 

Mr. Frantz. Are you speaking of the college loans, Senator ? 

Senator Dirksen. Yes. 

Mr. Franrz. Yes, sir; we have that. 
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(The information requested follows :) 


Housinc AND Home FINANceE AGENCY 


College housing loans 


[Dollars in thousands] 


Applications Loans ap- 
received proved Loan Tae 
ic. ‘ 
di repay- 
' 


hents 


burse- 


Num- Num ments 


Amount Amount 
ber ber 


ACTIVITY IN PERIOD 
Fiscal year— 
1952 ‘ 95 $88, O85 
1953_.- ° 79, 851 
1954__- i 25 76, 399 
1955 --. 72, 305 
1956 through Mar. 31-.-_- 34 369, 756 
Total-_- 7§ 686, 396 273 228, 826 100, 638 


STATUS AS OF MAR, 31, 1956 


Preliminary applications on hand 

Rejected or withdrawn before approval 

Approvals rescinded in favor of financing from 
other sources 

Fund reservations outstanding (subject to sub- 
mission of full applications 

Full applications under review 

Net approved applications 


Total 


Mr. Corr. This is Mr. Hazeltine, the Commissioner of the Commu- 
nity Facilities Administration. 

Mr. Hazeutrne. I have the number and volume here. There have 
been 64 completed, and in addition substantially completed there are 
60. Under construction at the present time are another 60. 

Senator Dirksen. You are speaking for the fiscal year ending 
when ¢ 

Mr. Hazexrrne. This is for the total program, sir, as of March 31 
last. 

Mr. Frantz. In connection with that $150 million uncommitted— 
the applications that we already have in process would cover most of 
that, if processed to completion. 

As of March 31, the total monetary amount of the loans approved, 
which is the total for the entire program, is $192.7 million and the 
additional reservation of funds is $158.8 million. The uncommitted 
authorization at the present time rounds out at about $150 million from 
the total of $500 million now authorized. 

Mr. Franz. In connection with that $150 million uncommitted—the 
applications that we already have in process would cover most of that, 
if processed to completion. 

Senator Dirksen. This, of course, is likely to be a continuing pro- 
cram and take on some intensity ? 

Mr. Core. I think that is very true, sir. 

Senator Dirksen. Naturally, as schools increase and student bodies 
crow, if housing is inadequate it is fair to assume that they will be 
here if they cannot finance in any other place. What is the amount 
of the paper th at you carry that you said you could not put out pri- 
vately? You would sell all of that paper if you could sell it 2 
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Mr. Corr. Yes. We attempt to sell it, Mr. Chairman, but naturally 
the rate of interest now fixed by statute is so low that it does not attract 
the private investors. 

Senator Dirksen. Are you selling some? 

Mr. Coir. None whatsoever. 

Senator Dirksen. So that you have to carry it. 

Mr. Cote. Yes. For your information, we have asked Congress to 
raise that rate of interest sufficiently to permit us to sell at least part 
of the loans. 

Senator Dirksen. What is the pending request ? 

Mr. Coir. To go up from 2.75 to 3¥. 

Mr. Hazeurre. It is figured on a formula so that it will go up and 
down with the long-term borrowi ings of the United States Government. 

Senator Dmxsen. Is that interest rate high enough to attract pri- 
vate investors ¢ 

Mr. Corr. It would attract them at least for part of the loans. 


ALASKA HOUSING PROGRAM 


Senator Dirksen. You mentioned your Alaskan program ? 

Mr. Core. The Congress some years ago authorized the agency to 
make loans in Alaska for housing purposes. This authorization is no 
longer active. It is in the process of being liquidated, and the liquida- 
tion of these loans is now the responsibility of the Community Facili- 
ties Administration. 

Senator Dirksen. Are you making progress on it ? 

Mr. Hazerrtne. We are making good progress. 

Senator Dirksen. How long will it take to get out of it? 

Mr. Hazevrine. That is anyone’s conjecture. It will be some years, 
I am sure, because many of the loans made there are not of the type 
that are commercially attractive. 

Senator Dirksen. How many units were involved in that under- 
taking? 

Mr. Corz. Originally ? 

Mr. Hazenrrne. I do not believe I have the total. 

Senator Dirksen. Just give us an estimate and then you can cor- 
rect it. 

Mr. Cortz. About 1,500 units. 

Senator Porrer. Were these loans made during the war ? 

Mr. Franrz. No, sir. 

Senator Porrrr. When were they made? 

Mr. Frantz. The Alaska Housing Act was passed in 1950, as I 
remember, or thereabouts. 

Senator Dirksen. Mr. Cole, does that mean that you are extricating 
yourself entirely from programs in Alaska ? 

Mr. Corr. No; not at all, sir. It means that this particular pro- 
gram of direct loans for housing i in Alaska is being terminated. We 
have special assistance through | the Federal National Mortgage As- 
sociation whereby the Federal National Mortgage Association can 
and does purchase FHA and VA loans on houses in Alaska. We 
also have the authority to and have purchased loans on defense and 
military housing in Alaska. 

Senator Dirksen. Since that program got underway, of course, 
there has been a good deal of development in Alaska. 








INDEPENDENT OFFICES APPROPRIATIONS, 1957 179 


Mr. Coz. Very true. 

Senator Dirksen. I presume there is a need thre. 

Mr. Coir. There is a need for housing in Alaska and we think that 
we are meeting it, perhaps not perfectly, but we are meeting it. 1 have 
a report.on it, submitted not long ago. One of the problems is the 
question of cost. 

It is true that in Alaska the cost of construction is higher than in the 
States. Delegate Bartlett, by the way, is coming to see me this after- 
noon to discuss some of these problems about the Alaska housing 
situation, 

Senator Dirxsen. Is that the only Territory in which you operate ? 

Mr. Cotx. No; we have problems in Hawaii, and in Guam and 
Puerto Rico. 

PUERTO RICO HOUSING 


Senator Dirksen. What is the situation in Puerto Rico? 

Mr. Core. All of our programs are effective in Puerto Rico. We 
have public housing—we have the urban renewal and slum clearance 
programs. The FHA is there, and the Federal National Mortgage 
Association purchases some of their mortgages. 

Senator Dirksen. To what does the aggregate investment there 
amount? They had that huge slum down there, one of the worst I 
have ever seen in my life. 

Mr. Coir. Yes, sir 

Senator Dimxsen. Then, of course, this contractor came in and start- 
ed a program there. I have not seen it for several years. 

Have they added to that project ? 

Mr. Core. I am not sure to which project the chairman refers. 

Senator Dirksen. I have forgotten the name. 

Mr. Cotz. The Puerto Rico program is very active. Some of our 
people have been there recently and we would be delighted to have 
th em discuss it. 

Senator Dirksen. Is that all military housing which you have under- 
way in Guam ¢ 

Mr. Cox. No; we have private housing insured by FHA or VA and 
the Federal National Mortgage Association has authority to purchase 
the mortgages issued under that program. It is a special assistance 
operation. 





OTHER LIQUIDATION PROGRAMS 


Senator Dirksen. Have you any other inactive programs that are 
in the process of liquidation ? 

Mr. Corz. We have none, other than those which I have mentioned ; 
but perhaps I should refer to them again, Mr. Chairman: 

The loans for prefabricated housing were made some time in the past 
originally by the RFC to manufacturers producing prefabricated 
housing. This authorization was terminated. A number of these 
loans were outstanding, and the responsibility of liquidating the loans 
was delegated to the Agency. 

The war public works loans was the same sort of program; I mean, 
the loans were made and turned over to the Agency to liquidate. 

Defense community facilities started during the Korean war for 
sewers, waterworks, and other facilities. The collection of these loans 
remains with the Agency. 
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Senator Dirksen. That did not involve dollarwise so very much 
money ¢ 

Mr. Coxe. That which is left is not much now, sir. As I said, there 
are nearly $45 million in the entire liquidating program. It is going 
down rather satisfactorily. Of course, it always is a bit frustrating 
when you are closing up the tag ends of a loan program. You get the 
difficult problems fin: rally given to you at the end. 


LIQUIDATION OF WAR HOUSING 


Senator DmksEN. This might be a good time to say something about 
your liquidation of the war and emergency housing; generally, how is 
it distributed and what is involved ? 

Mr. Core. Mr. Slusser, Commissioner of the Public Housing Ad- 
ministration, will discuss that. 

Senator Dirksen. Mr. Slusser, on the liquidation program of the 
war and emergency housing—what is involved and what progress are 
you making ? 

Mr. Stusser. We expect to conclude the program by the end of fiscal 
1957, sir. 

Senator Dirksen. When the liquidation program began, how many 
units were involved ? 

Mr. Stusser. Nearly 1 million. It was 900,000-some units. 

Senator Dirksen. How have you disposed of them 

Mr. Stusser. We have relinquished them to local housing authori- 
ties where they were needed for the low rent program and where the 
properties were proper buildings for that type. 

We have sold some to local communities who wanted to purchase 
them outright. 

Then we have disposed by sale of most of them to private interests 
who have purchased the land and buildings and moved them off. 

Senator Dirksen. What was the basis for the liquidation? What 
did you realize on it? 

Mr. StusseEr. I would have to furnish the total for you. We have at 
the present time a portfolio of $125 million in mortgages which is 
returning to the Treasury about $15 million a year now. This is be- 
sides the cash sales that we have made to people who have found financ- 
ing for themselves through private interests. 

What that amount is, I could not tell you. I would have to furnish 
it. 

Senator Dirksen. There are losses; are there? 

Mr. Stusser. Yes. 

Senator Dirksen. How do you absorb those losses, out of what 
funds? 

Mr. Frantz. These were built from appropriated funds. 

Senator Dirksen. You just cover back into the Treasury what you 
realize / 

Mr. Franvrz. That is correct. 

Senator Dirksen. So that you think you will get that program 
liquidated sometime in 1957 ¢ 

Mr. Stusser. At the end of fiscal 1957 we are planning to take what- 
ever residue there is—there will be probably a few thousand units 
left—and we will return those to the Administrator’s Office, if he will 
accept them. 
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FNMA PROGRAM 





Senator Dirksen. You speak of liquidating the portfolio of mort- 
gages acquired under the past programs. Is that the mortgage asso- 
ciation operation ? 

Mr. Corr. The Federal National Mortgage Association; yes. 

Senator Dirksen. That, of course, is aside from what you men- 
tioned a moment ago about this problem of interest rates? 

Mr. Cote. Yes, sir. 

Senator Dirksen. Give us an overall indication of what that mort- 
gage situation is, what you have, and what problems you have been 
meeting. 

Mr. Core. Mr. Chairman, as you are well aware, we have a wide 
range of so-called liquidating programs. They are not under the 
Community Facilities Administration. We are talking now about 
such things as the mortgages held by the Federal National Mortgage 
Association. 

The Federal National Mortgage Association holds approximately 
in its management and liquidating section $2.4 billion of FHA and 
VA mortgages. These were the result of former programs whereby 
the Government bought the mortgages and held them. 

We have in the past offered them for sale. The mortgages are good. 
They are seasoned and they are excellent mortgages, but we have the 
quest ion of when and how to sell them. 

Senator Dirksen. On the average, how old are these mortgages ? 

Mr. Coir. On the average they are 6 to 8 years old. We are not 
selling any of these mortgages at the present time. We think that to 
do so would be an overhang on the mortgage market. We think that 
the mortgage market now is such that we do not want to be in competi- 
tion with private funds available for home building. Therefore, at 
the present time we are not selling any. We want to and plan to, of 
course, dispose of them. 

There will be no loss in these, sir. If we hold them they will be 
collected; but our idea is that, if the mortgage market is right, then 
we should dispose of them and relieve the Government of the re- 
sponsibility of holding them. 

At the present time we are not doing that. 


LANHAM ACT HOUSING MORTGAGES 


As Mr. Slusser mentioned, if you want to go to that, the Public 
Housing Administration does hold some mortgages which were the 
result of the sale of the so-called Lanham Act housing. He mentioned 
the total a moment ago. They are in the same position. They would 
like to dispose of them but the only way they could dispose of them 
would be by discount or in competition with the private market and, 
therefore, they are holding and collecting them and liquidating them 
as they go along. 

I am reminded that those are not insured, of course. 

Senator Dirksen. How many are involved in the Lanham Act? 
Give that in units and dollar amount generally. 

Mr. Stusser. We have about $120 million in mortgage value in the 
agency now. Those are established at different rates. On some of 
those ¢ ‘ongress has determined by special bills how we should sell—to 
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veterans organizations or to individuals. Some are sold as commer- 
cial properties to private investors. 

We have made the mortgage loans to them where they could not 
get outside financing. To take advantage of price, we have sold on 
that basis. 

SALARIES AND EXPENSES 


Senator Dir«xsen. Let us look for a moment at salaries and expenses. 
I presume that you have read the House report. Did they assign any 
particular reason for cutting that by $450,000? 

Mr. Core. Yes. The House report states : 

The increase for 1957 provides for the added cost of pay increases and 90 
additional jobs. Fifty of the new employees will be for the urban renewal 
program and the rest for public works planning. 

Senator Dirksen. How is that $450,000 divided as to jobs and pay 
increases ¢ 

Mr. Franrz. The $450,000, Senator, would have to be taken out of 
new positions entirely because the 1957 budget was computed at the 
hew pay rates. 

TOTAL PERSONNEL 


Senator Dirksen. What is the number of your overall personnel at 
the present time ? 

Mr. Corr. It is 10,000 agencywide. 

Senator Dirksen. How is it distributed as between departments ? 

Mr. Frantz. At March 31 there were 1,047 in the Office of the 
Administrator; 6,118 in the FHA—that is both Washington and 
field; in the Public Housing Administration there were 1,500 in round 
numbers of administrative employees, and 720 in project operations, 
housing project operations. There were 570 in Federal National 
Mortgage Association. I can insert a little table that breaks that 
down. 

Senator Dirksen. You may have inserted it on the House side but, 
if not, you might insert it here. 

(The information referred to follows :) 


Hovusina AND Home Finance AGENCY 


Employment data, by constituents, as of Mar. 31, 1956 
| 
Employed Employed 
in metro- outside met- 
politan | ropolitan 
Washing- Washing- 
ton, D.C. | ton, D.C. 


Total HHFA........ 2, 804 | 7, 156 
478 


Office of the Administrator | 569 
Federal Housing Administration 1, 518 | 4, 600 
Publie Housing Administration, total 723 1, 502 
(PHA, administrative) (719) | (786) 
(PHA, project employees) - - __. | (4) | (716) 
Federal National Mortgage Association 85 485 








COMPLIANCE AND INVESTIGATION 


Senator Dirksen. Among the other activities, of course, is your 
investigative and compliance service for the Agency asa whole. ‘That 
involves all of the investigatory work, such as has produced some 
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results that have been displayed on the front page from time to time. 

Mr. Coxe. Yes, but in addition to it, Senator, a great deal of it is 
done which never appears on the front page. 

Senator Dirksen. I presume so. 

Mr. Coir. This came about at the time of the investigation of the 
FHA when the President directed an investigation. At that time 
the constituent agencies had more or less their own compliance or in- 
vestigative staffs. The President directed the Administrator to 
undertake the responsibility of setting up a Compliance Division in 
the Office of the Administrator, which would not be under the control 
of or supervised by any of the constituents, in order that it might be 
able to look perhaps more objectively to the responsibilities of the 
constituents and the people with whom they were dealing. 

I am quite encouraged and quite pleased with the type of people we 
have been able to recruit in this work. The men are capable and they 
do an outstanding job. 

We think that we now have a staff in which the Commissioners have 
confidence, in which the people have confidence that they will do an 
objective job of investigative work. They have quite a workload, 
but they are cutting down rapidly and we hope that before very long 
the backlog which came out of the FHA investigation will be taken 
care of. 

STATUS OF SECTION 608 WINDFALL CASES 


Senator Dirksen. What is the present status of these activities in 
the windfall cases? Those were pursued by you. 

Mr. Core. I did not quite catch your word, 

Senator Dirksen. What is the present status? Some suits were 
filed. 

Mr. Coir. Some suits were filed and litigation is being carried on 
in certain test cases. Rather than filing a vast number of lawsuits 
to cover all of the situation, we felt that it would be better to select 
certain test cases which would give us the case law upon which we 
could make judgments with respect to settlements or other actions in 
the future. 

Some of these cases have now reached as far as the court of appeals. 
All of them have been decided in favor of the FHA, in favor of the 
Government. In other words, we have been establishing those things 
which we said in the beginning of the investigation. 

Senator Magnuson. These are all civil suits? 

Mr. Cote. These of which I am speaking now; yes, sir. 

Senator Magnuson. These are civil suits to recover ? 

Mr. Corr. Yes, sir. 

Senator Magnuson. You would have nothing to do with the crim- 
inal suits? That would be turned over to the Department of Justice, 
would it? 

Mr. Coz. Yes, sir. The civil suits also are prosecuted by the De- 
partment of Justice. We are effecting settlement based on these 
suits from a number of the corporations involved in the so-called 
windfall cases. I think it is moving along very satisfactorily and I 
helieve that, on the whole, the people with ‘whom we are des aling feel 
that they have been treated properly and fairly. 

Senator Dirksen. What happens to the money that is recovered ? 

Mr. Coxe. Interestingly enough, of course, the money which is 
recovered is paid back into and held by the corporation which owns 








184 INDEPENDENT OFFICES APPROPRIATIONS, 1957 


the project. It is not Government money. It was not Government 
money in the beginning. The disposition of the money and the dis- 
bursal of the money out of the hands of the corporation was in vio- 
lation of the contract and charter. It was to have been held by the 
corporation as a part of the capital, surplus, and reserves for the 
benefit of the mortgagee and the Government. Under certain con- 
(litions, some of this money could have been paid out and would 
have been paid out with the permission of the FHA but our complaint 
on the windfall cases was that the money was automatically paid out 
in violation of charter in these cases—in violation of the charter 
and the contracts. Therefore, we require them to put it back into the 
corporation to hold as sufficient reserve to protect the FHA, the Gov- 
ernment, and the mortgagee. 

Senator Magnuson. If there is anything due and owing, it is not 
owing to the Federal Treasury. It is owing, as you say, to the reserve 
of the corporation / 

Mr. Corr. That is true. 

Senator Magnuson. The Treasury has not lost any money in these 
cases. I think that ought to be clear when we read these he: idlines 
that we are not talking about something out of the taxpayers’ pocket, 
that we are talking about something that might have happened to an 
individual involved in the transaction. 

Mr. Corz. Except for one thing, if T may interpose: That is that no 
one knows how much the Government would have been required to 
pay on its insurance if we had permitted them to milk the prop- 
erty in such a way that the capital structure would have been such 
that it would be turned back to the Government and, if we had then 
sold the property at a lesser amount. 

Senator Magnuson. That is somewhat intangible. 

Mr. Corre. It is intangible, but there were a number of cases in 
which we felt it might have happened. 

Senator Magnuson. We agree that it is better if it does not happen, 
but I think it ought to be clear that it does not actually affect the 
Treasury. 

Senator Dirksen. We hear about those cases in this area, but how 
many cases have there been ? 

Mr. Corr. Not many cases have been filed. 

Senator Dirksen. How many cases have come to your attention, or 
how many cases are under investigation generally ? 

Mr. Corr. Mr. Mason will answer. 


TOTAL CASES 


Mr. a ison. Mr. Chairman, we have settled about 75 cases involving 
some 125 project corporations for about $5 million, and we have an 
equal doll ir volume currently in the state of getting the money back. 
The decisions in these cases take time for the courts to arrive at. We 
just recently got the favorable one in the Shirley Duke case which 
has been urging some people to come ahead and make these settle- 
ments. 

Senator Dirksen. Are these cases brought in the name of the 
equity owner or in the name of the Government ? 

Mr. Corr. In the name of the Government. 
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Senator Dirksen. Have there ever been cases where the equity 
owners have organized and brought suit ¢ 

Mr. Mason. Not so far. They prefer to have us do that. 

Senator Dirksen. I would assume so. 

What about the cost involved / 

Mr. Mason. FHA in its legal department prepares the cases for 
the Justice Department, and they do the trial work. 

Senator Dirksen. So that that work, Mr. Mason, has been going 
on with some vigor ¢ 

Mr. Mason. Yes, it has. 

Senator Dirksen. I think it ought to be publicized more. It is a 
rather wholesome and healthy thing for the country to know that the 
Government is watching it and is protecting the equities of these 
people. Where there are recoveries, that fact ought to be known. 
You may be publicizing these at the local level in the area where the 
property is located. 

Mr. Coir. We are not now, Mr. Chairman, conducting any process 
of public information with respect to them. As the cases are filed 
and decisions made, the FHA or the Administrator—usually the 
FTfA—issues a statement. I donot know. It is a question of policy. 
We would be very happy to examine that to determine whether or not 
not we are handling the public information side correctly. 

Senator Magnuson. Have you lost any of them ? 

Mr. Coir. Not yet. 

Senator Magnuson. You have not lost any yet. You have to bea 
little careful. You may lose one along the way. That could well be. 


AGENCY MORALE 


Mr. Coir. We had a tremendous amount of publicity during the 
investigation. The morale of the agency at that time was shaken. 
We have attempted, and I believe have rebuilt, the morale of the 
agency. Mr. Mason has done a tremendous job in this regard and 
the people working for him all throughout the agency, which applies 
to civil servants and everyone else, are back in the atmosphere of 
doing their jobs. They were hit pretty hardin FHA. It wasa rough 
situation for them. Now they recognize, I am quite sure, that what 
we were trying to do was a job to get at the people who needed to be 
punished, but to treat the other people fairly, and my judgment is 
that the investigation was carried out objectively, that no one was 
punished erroneously. We tried to hold it in the proper atmosphere. 


PREPARED STATEMENT 


Senator Dirksen. Mr. Mason, I think it would be a good idea if you 
sort of summarized your activities in this field, and inserted it in the 
record, because it makes infinitely better reading if there is a sum- 
mary statement showing what you have done, how many cases are 
involved, the cases that are presently in process, the recoveries that 
have been made, and how the money has been applied. I think it 
would be extremely helpful, and at this point in the record it might 
be well to insert such a statement. 

Mr. Mason. All right, sir. 
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(The statement referred to follows :) 


Section 608, RENTAL HousING PROGRAM—RECOVERIES, NEGOTIATIONS, 
AND LITIGATION 


Completed settlements: $5,225,000 has been repaid to 123 project corporations. 
Under negotiation: 50 project corporations involving repayments of about 
$5 million. 


Possible negotiations: There are about 50 projects involving repayments to 
the corporations of 25 to 50 million dollars. 


Litigation: Suits have been filed against 26 project corporations for approxi- 
mately $7,700,000. 


Litigation is about to be started to require the repayment of an additional 
$4 million into 14 corporations. 

To date, the Federal Housing Administration has assumed control of 19 proj- 
ect corporations and takeover action in connection with an additional 25 cor- 
porations is in progress. 


URBAN RENEWAL AND SLUM CLEARANCE 


Mr. Mason. These recoveries are put into the corporation treasury, 
and many times paid on the mortgage. 

Senator Dirksen. Do you want to say a little at this point, Mr. 
Cole, about the slum-clearance program ¢ 

Mr. Corr. Yes. I would like to have Mr. Steiner come up with 
me as I discuss it. 

The urban renewal program as a whole is moving ahead at a rapidly 
expanding rate. We find that the cities throughout the United States, 
the people in the communities officially, and the businessmen and 
women—the chambers of commerce, the industry people, the social- 
welfare people, and others—are quite interested in the redevelop- 
ment and renewal of their cities. It makes so much sense to the local 
community to help them rebuild their communities. It makes sense 
in a business way as well as socially and politically 

Senator Dirksen. Generally speaking, this is the program for the 
acquisition of real estate and the removal of the slatternly structures 
and making the property then available for redevelopment by private 
means ? 

Mr. Cotz. That is one part of it, and a very important part of it; 
yes. 

As a part of the urban renewal program which we have available 
for cities which do not feel the need for slum clearance and redevelop- 
ment, we have available urban renewal programs for rehabilitation to 
assist them where they may enforce their housing codes, where they 
may require the demolition of a house or a building under the health, 
sanitation, or fire code, for instance. Then in that particular neigh- 
borhood, if they decide they want to rebuild, to renew the area, the 
FHA can insure mortgages in the rehabilitation area. There are 
many different facets of it. It is a far-reaching, expanding, and I 
believe perhaps the greatest domestic program for the benefit of the 
cities that the country has ever known. 


PROCEDURE UNDER PROGRAM 


Senator Magnuson. In a practical way, how do you do this? Sup- 
pose a city comes to you and says, “We need some of this help.” Do 
you loan them money to do the job under your regular loans? I 
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know we give you some money for planning so that they can plan 
this. You sit with them and plan? Is that the first thing? 

Mr. Cote. First, if they qualify, we advance them funds for plan- 
ning. Then if the plans indicate that they want to proceed one way 
or the other, we have certain tools which are available to them. One 
of them, Mr. Chairman, is the loan and grant to assist the city to ac- 
quire, to buy the land on which is located the slum property 

Senator Magnuson. It might not necessarily be a slum property. 
[t may be a property that is in the way of orderly planning. 

Does it have to be a so-called slum property ? 

Mr. Coir. Under most. circumstances, it is a slum area. There 
may within that area be some properties that are not deteriorated 
sufficiently to be designated as a slum property. 

Senator Magnuson. All right. Excuse me. Go ahead. 

Mr. Coir. We loan the money to the city to help them purchase the 
land by condemnation. 

Senator Magnuson. You guarantee the loan. Where do they get 
the money ¢ 

Mr. Coir. We loan them the money. 

Senator Macnuson. You actually loan them the money. Under 
what interest rate is that? 

Mr. Sterner. That is at not less than the going Federal rate. 

Senator Magnuson. Is that 2.75? 

Mr. Srernrr. I think it is 27% at the moment. 

Senator Maacnuson. That is close to it. You actually loan them the 
money for the whole project ? 

Mr. Corr. If they want. 

Senator Magnuson. You do not go out and guarantee the loan as 
you do in FHA? 

Mr. Coir. Yes; we can sell these loans to private enterprise if they 
will buy them, or private lenders. 

Mr. Franvz. They may use the Federal loan commitment, Mr. 
Chairman 

Senator Magnuson. They can use 1 or 2 methods. 

Mr. Frantz. They may pledge it as security to borrow the money 
privately, or they may borrow it from us. 

Mr. Corn. That is true. After they acquire the property then they 
demolish the slum properties. 








INTEREST RATE 


Senator Magnuson. Let me get back to that interest rate again. 
When you say that this is the going rate, would that be a rate “that 
would be under what they could sell bonds for as a munic ipality and 
do the same job themselves, or would it be equal, generally speaking ? 

Mr. Sterner. Very frequently they do take the pledge of the Fed- 
eral loan and go into the private market and borrow. When they do 
that, with the Federal guaranty, they get a lower interest rate on 
short-term borrowings. 

Senator Macnuson. I think that the real job you do there is from 
the fact that you are able to have the alternative which gives them a 
lever to go in and do it a little more cheaply interestwise. 

Mr. Corr. That is correct. 
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Mr. Srerver. Yes; with that guaranty they can get a lower interest 
rate than they can as a locality directly. 

Senator Magnuson. The going rate now is 2.8 or 2.7? 

Mr. Coxe. Yes, sir; after they acquire the property and demolish 
the slum property on it, then it 1s sold either to a private redeveloper 
or to the city, which acquires it for public facilities. The difference 
between the cost of the acquisition of the property and the sale price 
is the amount of money which is considered in the grant. The Federal 
Government grants two-thirds of the difference. 'T Phe local community 
pays one-third of the difference. 

Senator Magnuson. Suppose they actually want the money and 
they qualify. Do you dip into your so-called revolving fund ? 

Mr. Corr. If I understand your question correctly ; yes. 

Senator Maenvson. You do not go out and sell the paper? 

Mr. Coir. Yes, sir. 

Senator Magnuson. You just dip into your revolving fund ? 

Mr. Srerer. Yes: they can borrow directly under the statutory 
authorization, 

Senator Magnuson. I am asking for information. In most of the 

cases they do go out and sell the paper; do they not ¢ 

Mr. Sreier. Ina large number of cases they do go into the private 
market; yes. 

Senator Magnuson. They go into the private market with your 
backing and sell the paper, and in most cases they get it a little cheaper 
because they are long-term loans ? 

Mr. Sreiner. Yes: they do get it cheaper that way, and we try to 
encourage this as much as possible. 

Senator Magnuson. These are long-term loans, and a half of 1 per- 
cent on interest rate on a long-term loan amounts to something. I 
thing that is where vou do the good job in this case. 

Mr. Sremer. They are not excessively long term. They are for the 
period during which the acquisition of land, tearing down of struc- 
tures, and preparation of the land would take place, maybe 3 or 4 to 
» or 6 years. 

ENHANCEMENT OF LAND VALUES 


Senator Magnuson. That enables them to make a long-term boan 
because the land and values are enhanced. You give them the tools 
to enhance the values of the land ? 

Mr. Coir. That is very true, Mr. Chairman, but the maturities of 
these loans are 3 to 5 years; are they not? 

Mr. Srerner. I would say that on the direct borrowing they would 
be 3 to 7 years typically, or something of that sort. When they go 
into the private market they go in for a succession of borrowings of 
usually 6 months or a year at a time. 

Senator Dirksen. I suppose there are just 3 approaches: 1 is 
that when the locality acquires property with no structures; 2, one 
that contains structures that are removed entirely; and 3, what you 

call your urban renewal where you improve the structures ? 

Mr. Core. We call them all urban renewal, Senator Dirksen. 

Senator Dirksen. I wondered what the distinction was. 
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PROGRAM IN LOS ANGELES 


Mr. Coxe. The distinction is that no two cities are alike and no 
approach can be the same in all of the cities. Some cities want to 
do it one way and some another. Some cities want to do it differently 
in different areas of the city. For instance, as an example, Los Ange les 
has a very vigorous program of code enforcement where they require 
the property owner to repair those properties which can be repaired. 
They require them to repair them under their fire, health, and other 
codes. That is one method. They either repair them or tear them 
down. 

Now they are considering whether or not they will go into the other 
phase of slum clearance and redevelopment on some project, and they 
probably will do that. There is one plan whereby they have what 
- call nonassisted programs, where they just rehabilitate the sound 
structures in the community through voluntary cooperation—neigh- 
borhood cooperation. They get neighborhood groups together and 
say, “We want to upgrade our neighborhood.” 

Senator Dirksen. Other than the States that have no enabling 
legislation, are these projects pretty well diffused over the country? 

Mr. Cote. Yes, very well. The west coast has not gone into it 
quite as much as the East. The east coast and the larger cities of 
Detroit and Philadelphia have gone into it. 

Mr. Srerner. The older cities have been more active. 

Senator Dirksen. I notice that 13 States have no enabling legisla- 
tion. Is that a legal difficulty ? 

Mr. Cote. Legal or political. The State decided they did not want 
it; or they have not passed the enabling legislation; or the supreme 
court has decided that such legislation is unconstitutional. 

Senator Porrer. Has that happened in some States ? 

Mr. Coxtz. Yes; that has happened in a few States. 

Senator Magnuson. And in some cases cities have had referendums 
and turned it down. 

Senator Dirksen. What is your total investment in this program ? 

Mr. Cox. In the urban renewal ? 

Senator Dirksen. You separate your funds for urban renewal and 
slum clearance. 

Mr. Coir. I think for your purpose your question is accurate. 


TOTAL GRANT FUNDS 


Mr. Sremner. Our total reservation of grant funds is a little over 
$600 million now. 

Senator Dirksen. You did ask for $50 million and the House cut 
you by $10 million? 

Mr. Srerner. Yes, sir. This was an appropriation to be paid out 
during fiscal 1957 against these reservations. 

Mr. Corr. That we are not appealing. 

Mr. Srertner. We have considerable flexibility under our Federal] 
aid contracts as to when those grants payments can be made. We are 
not compelled to make them any sooner than at the end of the job, 
although, under certain circumstances, we do make progress payments 
as we go along. So we can adjust that with some Rex bility. 
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Senator Magnuson. Why do you need the appropiration if you 
have this revolving fund and the receipts are coming in on the projects 
in progress ? 

Mr. Srerner. We have loan funds which in a sense make available 
the working capital to undertake the projects; and then, as Mr. Cole 
said, there is almost invariably an ultimate net cost toward which the 
Federal Government contributes two-thirds out of the grant funds. 
It is for the payment of that net cost or writedown that appropriations 
are required. 

Mr. Coir. This is not a revolving fund on the grant side. 

Senator Magnuson. Is it actual outgo? Does it come back in? 

Mr. Sterner. No, sir. On the grant side, it is actual outgo. 

Senator Magnuson. It is not bookkeeping which is treated as any- 
thing else. 

Mr. Core. That is right, sir. 

Senator Dirksen. Of course, while you are not appealing the House 
cut this time, certainly in the next fiscal year or two you will probably 
insist that that fund be paid. 

Mr. Corx. We see every possibility of this program growing, Mr. 
Chairman. We think it is a good program. I think it is excellent. As 
the cities and communities begin to realize what it will do for them, I 
am sure it will grow. 


DEMONSTRATION GRANT PROGRAM 


Senator Dirksen. What about these demonstration grants? Are 
they consolidated in this item ? 

Mr. Cote. Yes. 

Mr. Srerner. The demonstration grants come out of a statutory 
authorization of $5 million. They are in the grant appropriations. 
A number of projects are getting underway now. It has not gotten 
underway too quickly, but a number are getting underway now. 
The payments in most cases are small. Our estimate is that this year 
we will have paid out in fiscal 1956, $350,000 on that program. 

Senator Dirksen. I am particularly interested in the nature of 
these demonstration grants. What is the type? 

Mr. Srerner. What is the type? 

Senator Dirksen. That word “demonstration” can, of course, mean 
a score of things. Give us an illustration of a demonstration grant. 


CLEVELAND PROJECT 


Mr. Sretner. For example, in Cleveland a project is going for- 
ward which is an attempt to explore the possibilities of rehabilitation 
of a middle-aged area of the city, a block which is middle aged. The 
proposal is to rehabilitate. In this particular case the local housing 
authority will buy the property as part of an urban renewal project. 
They will rehabilitate those properties susceptible to rehabilitation, 
and most of them are. They will tear out a few which are too far gone. 
They will get rid of the shacks and sheds in the interior of the block 
and create a block playground and try to show what can be done 
through rehabilitation in what we refer to as the middle-aged areas 
of cities. 
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Mr. Corr. This is an attempt, Senator, to demonstrate whether or 
not a great many of these areas can be saved from slipping into slums 
which would require greater cost of slum clearance later, and to do it 
through private enterprise. 


BOSTON PROJECT 


Mr. Sterner. In Boston a project is nearing completion where they 
have been studying the ways of organizing the community, organizing 
the people in the neighborhood, so that they would be interested in 
doing rehabilitation work on their properties and keeping up the 
morale and the tone and the general state of repair of the Bn. Pham 
hood. That is another example. 


NEW ORLEANS PROJECT 


In New Orleans, we have a very small project. A lot of rehabilita- 
tion work was going forward, and a good many controversies have 
occurred down there between the owners and modernizing and repair- 
ing contractors. They set up a little project there to develop a process 
of an owner-contractor mediation board to see if they cannot bring 
about a way whereby they can be more assured that contractors will 
do good work and that the owners will obtain good work. 


ADVANCE PLANNING 


Senator Dmxsen. Mr. Cole, did you want to say something about 
how much is involved in advance planning? What has been in this 
program? You have a statutory limit on that, do you? 

Mr. Corz. Yes. I think I will ask Mr. Hazeltine to comment on it. 

Before he does, Mr. Chairman, this program was created to provide 
a reservoir for needed public works at such time as it might be needed. 

Senator Dirksen. In other words, this is the shelf program ? 

Mr. Coxe. Yes; this isthe shelf program. This one is comparatively 
new. 

Senator Dirksen. Tell us what you got on the shelf program. 

Mr. Hazevrrne. We have had up to January 1956, some 1,017 
inquiries. 

Senator Dirksen. You are speaking now of the aggregrate, the 
overall ? 

Mr. Hazettine. Yes. Also we have had 575 applications develop 
out of those inquiries. This was as of the end of January. At the 
end of March we have had 66 applications which are now being proc- 
essed. It is developing sapidlly. Up to January there were only 
‘0 applications. In February there were 110 in the aggregate, and 
now up to April 24 there are 218, so that it is rapidly beginning to 
snowball and take hold. 

Senator Porrer. In what type of community do these projects come? 

Mr. Haze.tine. Every type of community throughout the coun- 
try. The States and all of their subdivisions are eligible. At the 
present time we have few State applications but we have them from 
large communities and small communities, from water districts and 
from sewer districts and all that sort of thing. 

Mr. Coreg. It is primarily water and sewer. 


76535—56——13 
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Mr. Hazevrine. Yes. Of the total, 54 percent, I believe, generally 
speaking, were for water and sewer. 

Senator Dirksen. What about structures ? 

Mr. Hazevtine. By structures, do you mean schools and buildings 
of that kind? 

Senator Dirksen. Yes. 


BREAKDOWN OF ADVANCE PLANNING PROJECTS 


Mr. Hazevrrne. I have here a breakdown of that: sanitation and 
water facilities, 24; schools and other educational facilities, 7; public 
buildings, 6; highways and roads, 4; and miscellaneous, 4. 

Senator Dirksen. You had an aggregate figure of 1,017 applica- 
tions, all told? 

Mr. Cote. That was inquiries. There are 575 applications. 

Senator Dirksen. This is the whole thing from the beginning of 
the program up until now ¢ 

Mr. Core. Yes. It is expanding. Our problem is how far it will 
expand, 

Senator Dirksen. I am interested in knowing the answer to this 
question: Inquiry and maybe even application is made and it may be 
in the mill for a long time and can be subsequently withdrawn. The 
question is what is the net number of applications before you at the 
present time in which there is an abiding interest. 

Mr. Hazevrine. There are 218 net applic ations being worked on at 
the present time. Oftentimes they make an inquiry or they even ask 
for application blanks and they find that they are not eligible for the 
type of thing that they want. They find themselves not eligible for 
advanced planning. 

Mr. Cote. This is a new program, Senator, which started out very 
slowly because of the original authorization. The agency was rather 
inflexible in the beginning. 

Senator Magnuson. We intended for you to proceed cautiously on 
this until we find that it is working out. 

Mr. Coz. Yes. Now we see that the communities are beginning to 
take an interest, so that we are recommending, on our best judgment, 
that it will be an expanding and growing program. 

Senator Magnuson. In other words, the Appropriations Commit- 
tee and yourselves are sort of feeling your way, but you find as you get 
reports that it is working out fairly well? 

Mr. Cote. That is correct. 

Senator Dirksen. We are up to urban planning grants in your 
statement. I see that the House has cut this a million dollars. You 
will probably want to return to your statement on page 5. 
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URBAN PLANNING GRANTS 
HousING AND HOME FINANCE AGENCY, OFFICE OF THE ADMINISTRATOR 


URBAN PLANNING GRANTS 
(Estimate, $2 million; proposed by committee, $1 million ; in act, $1 million) 


(House hearings, pt. 2, pp. 1066 ff.) 


"age 20, line 2, strike out the figure “$1,000,000” and insert in lieu thereof 
“$2,000,000,” the estimate, an increase of $1 million above the amount allowed by 
the House Committee. 

HOUSE REPORT 


(Pertinent excerpts, H. Rept. No. 1847, p. 12) 


“Urban planning grants.—The bill provides an appropriation of $1 million 
for matching grants to State, metropolitan or regional planning agencies to help 
finance surveys, land-use studies and urban renewal plans in small cities and 
metropolitan or regional areas, Which is $1 million less than the budget esti- 
mate and the amount appropriated in 1956. There have been previous appro- 
priations made for this program totaling $3 million and $247,537 in contracts 
and $592,446 in program reservations have been awarded to date, leaving in 
excess of $2 million for future allocations in addition to the amount included 
in the bill.” 

JUSTIFICATION 


Section 701 of the Housing Act of 1954 authorized $5 million in matching 
grants—not to exceed 50 percent of the estimated costs—to State planning agen- 
cies to provide planning assistance to cities under 25,000 population with- 
out adequate planning resources, and to official State, metropolitan, or regional 
planning agencies empowered to perform planning work in metropolitan and 
regional areas. Planning assistance may be extended to help finance such 
uctivities as surveys, land-use studies, and the preparation of urban renewal 
plans as contemplated by the broadened urban renewal program authorized in 
the same act. To an increasing degree, small communities are expected to 
turn to State planning agencies for assistance in meeting the “workable pro- 
gram” requirements for urban renewal, 

The act authorized the appropriation of $5 million for urban planning grants. 
Up to this time, $3 million has been appropriated pursuant to this authoriza 
tion and the $2 million balance was requested for appropriation in the 1957 
budget. 

A number of State and local agencies interested in proceeding with urban 
planning programs assisted under section 701 have been prevented from mak- 
ing application because of inadequate State and local enabling legislation. 
During fiscal 1955, legislatures of a number of States took action to remove 
such blocks, with resultant increases in the number of applications for urban 
planning assistance grants. Further actions in States are anticipated to per- 
mit more widespread local participation in the program. 

One reason for the somewhat slow start of the program was this need for 
State perfecting or enabling legislation. Applications are, however, now being 
received and processed at an accelerating rate. Reports from Agency field 
offices indicate that there is an increasing demand for this type of Federal aid 
which should pay large dividends in community betterment per dollar ex- 
pended. 

The urban planning assistance program will contribute substantially te 
the furtherance of the urban renewal effort in many smaller cities of the 
Nation, and it will assist large metropolitan areas and regional centers té 
forestall the creation of new problems in vital areas of urban growth. 

The momentum of the urban planning assistance program is such that the 
hudget also reflects the submission at a later date of legislation to increase 
the basic authorization for urban planning grants from the present $5 million 
to $10 million. It is anticipated, on the basis of present program projections, 
that the Agency will submit for the consideration of the Congress a request 
for supplemental appropriation of $1 million for 1957 if the proposed legislative 
auuthorization is enacted. 
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GENERAL STATEMENT 


Mr. Corr. The next appropriation is that for “Urban planning 
grants,” a program administered by the Urban Renewal Administra- 
tion. 

This program involves matching grants—up to 50 percent of esti- 
mated costs—to official planning agencies for planning assistance to 
communities of less than 25,000 population and for metropolitan or 
regional areas. Planning assistance may be extended to help finance 
such activities as surveys, land-use studies, and the preparation of 
urban renewal plans as contemplated by the broadened urban renewal 
program authorized in the Housing Act of 1954. The budget re- 
quested appropriations amounting to $2 million for this program. 
The House cut this request to $1 million. 

Many State and local agencies interested in proceeding with urban 
planning programs under section 701 have so far been prevented be- 
cause of inadequate State or local enabling legislation. This situa- 
tion is being corrected and applications are now being received at an 
accelerating rate. Reports from our field oflices indicate an increas- 
ing demand for this kind of assistance. As of this week, a total of 99 
small communities have been assisted and the budget program pro- 
jects an increasing rate for the balance of this year and next year. 

Senator Dirksen. Mr. Cole, you would like to have this extra $1 
million, I take it? 

Mr. Coz. Yes, sir. 

BALANCE OF FUND 


Senator Dirksen. What balance have you in this fund as of now 
that is available to you? 

Mr. Srerner. $5 million is authorized by statute. I think $3 mil- 
lion has been appropriated in prior years. The appropriation of $2 
million this year would complete the appropriation against the funds 
authorized. However, there is authorizing legislation now pending 
in the Senate Banking and Currency Committee which proposes to 
add another $5 million of authorization, making a total of $10 million. 

Senator Dirksen. Mr. Steiner, you have not told me yet how much 
you have spent and how much you have to spend. 

Mr. Srerner. Yes, sir. As Mr. Cole said, the program has been a 
little slow in getting going because of the necessity for States to pass 
enabling legislation. 

There has been a great deal of activity in the 1955 legislatures and 
in the 1956 legislatures 

Mr. Cotz. We practically have spent nothing so far. 

Mr. Frantz. There have been no projects completed as yet, Mr. 
Chairman, and these grants are made at the conclusion of the project. 
Since this is that kind of program, we still have the $3 million in 
substance in cash. What we are looking forward to is the authority 
to get new projects started between now and June 30, 1957. 
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TOTAL ESTIMATED EXPENDITURES 


Mr. Srerner. We estimate $550,000 in disbursements by the end 
of this year. 
(The following information was later submitted :) 


Nore.—This figure is for planning assistance for small cities only. When 


added to an estimated disbursement figure of $950,000 for assistance to metro- 


politan and regional planning, this gives an estimated total disbursement of 
$1,500,000 for fiscal year 1956 for urban planning assistance. 

Senator Dirksen. You had $3 million out of the $5 million authori- 
zation thus far so that you say you have spent about $550,000 ? 

Mr. Srerner. We estimate we will have before the end of the year. 
However, we will have contracted for almost $3 million. 

Senator Dirksen. The disbursement is made at the end of the 
project ? 

Mr. Sterner. Excuse me, sir. I think that is not exactly correct. 
There are progress payments made as it goes along. 

Senator Dirksen. Do you have an estimate as to what you will 
have in the kitty as of June 30, 1956, quite aside from any contracts 
that you have in process? If you spend $550,000 up to now, you 
might spend another $150,000 between now and June 30, but then you 
would still have $2,350,000. 

Mr. Srerner. As to actual disbursements that would be correct. 
As of the end of this fiscal year we would have most of the $3 million 
undisbursed, but practically all of this is estimated to be contracted 
for. 

Senator Dirksen. But you cannot spend it until the project is at 
that stage that there is need for progress payments or liquidation for 
final payment. Frankly, I am wondering. 

Mr. Sterner. I believe the difficulty, sir, is that the language of the 
authorization is such that we cannot contract until it is appropriated. 

Do you recall that, Mr. Frantz? 

Mr. Franrz. That is correct. 


CONTRACT AUTHORITY 


Mr. Sterner. The contracting authority is where we are in trouble. 

Mr. Frantz. That is true, Senator. The authorization is an au- 
thorization for appropriations, not a contract authorization. 

Senator Dirksen. What have you contracted for? 

Mr. Srerner. We estimate that we will have contracted for just 
about $3 million—$2,984,000 by the end of this fiscal year. 

Senator Dirksen. So that you would be out of contracting authority 
really on June 30, 1956 ? 

Mr. Sterner. Yes, sir. It is the contracting authority that we will 
be up against, and not the disbursements. 

Senator Macnuson. If we give it to you and you do not use it, it 
is still there; is it not? 

Mr. Sterner. That is correct. 

Our estimate of needed contracting authority in fiscal 1957 is $3 
million. We asked for $2 million, which is all we could ask for under 
the present statutory authority. The House has recommended $1 
million and there is a $5 million additional authorization for appro- 
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priations in the pending housing amendments of 1956. To achieve 
the full $3 million estimated for fiscal 1957 we would need the $2 
million requested, plus a supplemental of $1 million out of the new $5 
million authorization which 1s still pending. 

Senator Dirksen. Did the House explain what they had in mind 
in cutting a million dollars out of this item ? 

Mr. Corxn. They were not very specific about it. Apparently they 
concluded that $1 million would be enough money for next year. 

Mr. Sterner. We do have estimates by States, sir, of what we esti- 
mate will be required through the end of fiscal 1957. Some of that, 
frankly, is somewhat rough because some of these States have only 
just pi assed the necessary enabling legislation at their legislatures this 
winter. Our people are closely in contact with them about it, both the 
Washington headquarters and in the regional offices; and these state- 
ments prepared on March 19, based on the best available inform: ition, 
do indicate that we would receive applications in fiscal 1957 of $3,420,- 
000. All those applications would not reach the contracting stage, but 
we figure that $3 million of those would reach the contracting stage. 

Senator Dimksen. Mr. Cole, let me suggest that at this point in the 
record you put in something of an amplifying statement which will 
begin as follows: “We need the money for the following reasons: 1, 
2,3, 4, 5,” so that the matter is summarized. 


PREPARED STATEMENT 


Mr. Corr. Thank you, sir. We will do that. 
(The statement referred to follows:) 


HOUSING AND HOME FINANCE AGENCY, URBAN RENEWAL 
ADMINISTRATION 


REVIEW OF CURRENT AND ANTICIPATED STATUS OF URBAN PLANNING ASSISTANCE 
PROGRAM 


1. STATE ENABLING LEGISLATION 


The review of State statutes indicates to date that 20 jurisdictions have laws 
definitely qualifying them for Federal assistance for one or more of the types 
of planning for which such assistance is authorized under section 701. Nine 
additional jurisdictions possess laws under which appropriate agencies may 
qualify for Federal planning assistance under section 701, but concerning which 
the Urban Renewal Administration has as yet made no determination. It is 
known that in 21 of these 29 jurisdictions the enabling legislation was enacted 
subsequent to approval of the Housing Act of 1954. Local activity pointed 
toward initial State enabling legislation or expansion of existing statutes has 
been reported in 10 jurisdictions involvi ing planning assistance to municipalities 
by State planning agencies, and in 7 jurisdictions involving metropolitan or 
regional planning. There is some aaienins between jurisdictions in these 
2 groups and 29 jurisdictions referred to above. 

The jurisdictions are identified in attachment 1-A: Qualification of States 
To Participate in Urban Planning Assistance Program Under Section 701 of 
Housing Act of 1954; and 1-B: Proposed State Legislation in Connection With 
Urban Planning Assistance Program Under Section 701 of Housing Act of 
1954. 

2. APPLICATIONS RECEIVED AS OF APRIL 26, 1956 


Applications amounting to more than $1,250,000 have been received. Of this 
amount, some $669,000 represents contracts approved and executed, and the 
balance of $581,000 represents applications being processed. Processing is ex- 
pected to be completed for all pending applications before the close of the 
fiscal year. These fall into three large groups, as listed in attachment 2 and as 
discussed below. 
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Planning assistance to municipalities by State planning agencics 

Some 17 applications have been received from official State planning agencies 
in 12 States to assist 154 municipalities involving an aggregate amount of 
$558,093 of Federal grants. Contracts have been approved or executed for 13 
of the applications in the amount of $356,143. 


Planning in metropolitan or regional areas by State planning agencies 


Four applications have been received from State agencies in 3 States in an 
aggregate amount of $122,980. Contracts have been approved or executed for 
3 of the applications in the amount of $111,480. 


Planning by official metropolitan or regional agencies 

Some 17 applications from official metropolitan or regional agencies in 11 
States have been received in an aggregate amount of $575,742. Contracts have 
been approved or executed for 8 of the applications in the amount of $201,705. 


LOCAL AGENCIES MAKING INQUIRIES ABOUT URBAN PLANNING ASSISTANCE PROGRAM 


Exclusive of State, metropolitan, and regional planning agancies named in 
the list of the applications received as of April 26, 1956 (attachment 2), inquiries 
about the urban planning assistance program have been received in the Urban 
Renewal Administration from 206 agencies in 46 States. These are identified 
in attachment 3. 


4, ANTICIPATED APPLICATIONS FOR URBAN PLANNING ASSISTANCE AS OF APRIL 26, 1956 


On the basis of discussions and correspondence with State and local officials, 
as individuals or through professional organizations, it is currently estimated 
that applications aggregating $5,745,000 may be received during the balance of 
fiscal year 1956 and during fiscal year 1957. These estimates anticipate applica- 
tions from 33 States and Alaska from planning assistance to small cities, 15 
applications from State planning agencies for metropolitan nd regional planning, 
and 68 applications from regional and metropolitan planning agencies in 30 
States. Necessarily, these estimates rest upon assumptions as to the progress 
of enabling legislation and the amount and availability of matching funds to be 
provided by local appropirations. 


\. QUALIFICATION OF STATES TO PARTICIPATE IN URBAN PLANNING ASSISTANCE 
PROGRAM UNDER SECTION 701 OF HOUSING ACT OF 1954 


I. Name and number of jurisdictions having laws that definitely qualify them 
for Federal assistance under section 701 for one or more types of planning: 


Alabama Michigan Oregon 
Arkansas Montana Pennsylvania 
Colorado Nevada Rhode Island 
Connecticut New Hampshire Tennessee 
Georgia New Jersey Virginia 
Louisiana North Carolina Alaska 
Massachusetts Ohio 


Total, 20. 


II. Name and number of other jurisdictions with laws that may qualify them, 
etc., but concerning which URA has as yet made no determination: 


California Illinois Mississippi 
Delaware Indiana Vermont 
Florida Maine Wisconsin 


Total, 9. 


III. Other status: (a) Not known, 22; (b) rejected, 1. 
IV. States that have adopted planning laws since the Housing Act of 1954, 
presumably under the impetus of section 701: 


Alabama Illinois North Carolina 
Arkansas Indiana Ohio 
California Louisiana Oregon 
Colorado Maine Pennsylvania 
Connecticut Massachusetts Rhode Island 
Florida Mississippi Wisconsin 
Georgia New Hampshire Alaska 


Total, 21. 
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B. PROPOSED STATE LEGISLATION IN CONNECTION WITH UBBAN PLANNING ASSISTANCE 
PROGRAM UNDER SECTION 701 OF HOUSING ACT OF 1954 


States in which activity has been reported in connection with proposed legis- 
lation with respect to planning in metropolitan or regional areas or to planning 
assistance to municipalities, concerning which the present status is unknown. 

I. Planning assistance to municipalities: 
Georgia Maryland West Virginia 
Michigan New Mexico Washington 
Mississippi North Carolina 
Ohio South Carolina 

Total, 10. 


II. Metropolitan or regional planning: 


Alabama Massachusets (Boston metropolitan 
Georgia area) 

Kentucky South Carolina 

Michigan Virginia 

Total, 7. 
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ATTACH MENT 3 
LocaL AGENCIES MAKING INQuIRY ABOUT URRAN PLANNING ASSISTANCE PROGRAM 
(Exclusive of agencies submitting project applications as of April 26, 1956) 


Housing Authority of the Birmingham District, Birmingham, Ala. 

City Planning Commission, Anchorage, Alaska 

Legislative Council, Territory of Alaska, Juneau, Alaska 

Alaska Housing Authority, Anchorage, Alaska 

Arizona Municipal League, Phoenix, Ariz. 

City-County Planning Department, Tucson, Ariz. 

City-County Planning Department, Tuscon, Ariz. 

University of California, Department of City and Regional Planning, Berkeley, 
Calif. 

City planner, Chula Vista, Calif. 

City of Fontana, Calif. 

City of Gonzales, Calif. 

University of Southern California, Los Angeles, Calif. 

City of Merced, Calif. 

City of Milpitas, Calif. 

Monterey County Citizens Planning Association, Pacific Grove, Calif. 

Hahn, Wise & Associates, Redwood City, Calif. 

California State Library, Documents Section, Sacramento, Calif. 

County Supervisors Association of California, Sacramento, Calif. 

Redevelopment Agency of the City of Sacramento, Calif. 

Department of City Planning, San Francisco, Calif. 

Planning consultant, San Gabriel, Calif. 

City of Tehachapi, Calif. 

City of Alamosa, Colo. 

City of Aurora, Colo. 

Colorado Municipal League, Colo. 

Associated Management Consultants, Denver, Colo. 

City and county of Denver, Colo. 

Harman, O’Donnell & Henninger Associates, Inc., Denver, Colo. 

Mesa County, Department of Public Health, Grand Junction, Colo. 

Hoskins & Associates, Greeley, Colo. 

City of Montrose, Montrose, Colo. 

Town of Bloomfield, Conn. 

Conneeticut Federation of Planning and Zoning Agencies, Hartford, Conn. 

New Haven Redevelopment Agency, New Haven, Conn. 

University of Connecticut, Storrs, Conn. 

National Capital Regional Planning Council, Washington, D. C. 

Florida Planning & Zoning Association, Auburndale, Fla. 

City Planning Board, Fort Walton Beach, Fla. 

University of Florida, Gainesville, Fla. 

Town of Jupiter Island, Hobe Sound, Fla. 

City of Palatka, Fla. 

City of Pensacola, Fla. 

Georgia Institute of Technology, Atlanta, Ga. 

DeKalb County Department of Planning, Decatur, Ga. 

Post Office Box 359, Bainbridge, Ga., Chatham-Savannah Traffic Commission, 
Savannah, Ga. 

Chicago Regional Planning Association, Chicago, Ill. 

City-County Planning Commission, Rockford, Il. 

City of DeKalb, Ill., city engineer 

University of Illinois, Urbana, Il. 

City of Evansville, Ind., city attorney 

Indiana Economic Council, Indianapolis, Ind. 

Metropolitan Planners, Inc., Indianapolis, Ind. 

City Planning Commission, Kokomo, Ind., executive secretary 

City of Webster City, Iowa, city manager 

Peoria County Regional Planning Commission, Illinois 

Colorado State Planning Commission, Denver, Colo. 

Fort Collins Regional Planning Commission, Fort Collins, Colo. 

Springfield City Planning Commission, Springfield, Ill. 

City of Pawnee, Ill. (Harold H. Willenborg) 

City of Winnetka, Ill. (Arthur L. Schultz) 
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Illinois State Housing Board, Chicago, IIL 

University of Kansas, Lawrence, Kans. 

Kansas Industrial Development Commission, Topeka, Kans. 

League of Kansas Municipalities, Topeka, Kans. 

Wichita City Planning Commission, Wichita, Kans. 

City of Covington, Ky., city manager, agricultural and industrial 

Agricultural and Industrial Development Board, Frankfort, Ky. 

Housing Authority of the City of New Iberia, La. 

Slum Clearance and Redevelopment Authority, Portland, Maine 

Department of Development of Industry and Commerce, Augusta, Maine 

Planning and Zoning Commission of Anne Arundel County, Md. 

State of Maryland Department of Budget and Procurement, Baltimore, Md. 

Maryland State Planning Commission, Baltimore, Md. 

Department of Health, Baltimore, Md. 

University of Maryland, College Park, Md. 

Howard County Health Department, Ellicott City, Md. 

Boston Municipal Research Bureau, Boston, Mass. 

Massachusetts Institute of Technology, Cambridge, Mass. 

Harvard Law School, Cambridge, Mass. 

Greater Lawrence (Mass.) Citizens Committee for Industrial Development, 
Mass. 

Office of Planning Board, city of Lawrence, Mass. 

City of Adrian, finance officer, Michigan 

University of Michigan, Ann Arbor, Mich. 

Washtenaw County Planning Commission, Ann Arbor, Mich. 

Michigan State College, East Lansing, Mich. 

City of Freemont, Mich., city manager 

City Planning Department, Jackson, Mich. 

Michigan Department of Economic Development, Lansing, Mich. 

City of Oak Park, Mich., city manager 

Oakland County Planning Commission, Pontiac, Mich. 

City of Saginaw, Department of Planning, Director, Mich. 

City Planning Board of St. Paul, Minn., planning director 

Housing and Redevelopment Authority of the City of St. Paul, Minn. 

University of Mississippi, University, Miss. 

St. Louis County Planning Commission, Clayton, Mo. 

Kansas City Plan Commission, Kansas City, Mo. 

Missouri Valley Electric Association, Kansas City, Mo. 

Platte County Planning Commission, Platte City, Mo. 

City Plan Commission, St. Louis, Mo. 

Metropolitan Plan Association, Inc., St. Louis, Mo. 

Union Electric Company of Missouri, St. Louis, Mo. 

City of Missoula, Montana, city manager 

City of Omaha, Nebr., assistant city engineer 

State of Nevada Planning Board, Carson City, Nev. 

Monmouth County Planning Board, Freehold, N. J. 

Hi-Nella Planning Board, Hi-Nella, N. J. 

Stevens Institute of Technology, Hoboken, N. J. 

Morris County Planning Board, Morristown, N. J. 

City Planning Commission, New Brunswick, N. J. 

Township of Parsippany-Tray Hills, manager, Parsippany, N. J. 

Community Planning Associates, Inc., Princeton, N. J. 

Morrow Planning Associates, Ridgewood, N. J. 

City of Trenton, N. J., secretary of planning board (administrator) 

Borough of Wood-Ridge, N. J., counsellor at law 

Borough of Emerson, N. J., borough clerk 

National Federation of Settlements and Neighborhood Centers, Farmington, 
N. Mex. 

City of Farmington, N. Mex., city manager 

City of Las Cruces, N. Mex., mayor 

State of New Mexico, Executive Office, Governor, Sante Fe, N. Mex. 

Erie County Planning Board, Buffalo, N. Y. 

Nassau County, N. Y. (Hofstra College, Hempstead, Dr. Wm. Leonard) 

Planning Board, City of Ithaca, N. Y. 

Rockland County Planning Board, New City, N. Y. 

Planning Board, New Rochelle, N. Y. 

Town of Colonie Planning Board (Newtonville, N. Y., Frank L. Gillmor) 
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Regional Plan Association, Inc., New York, N. Y. 

Niagara Mohawk Power Corp., Syracuse, N. Y. 

Brooklyn College, New York, N. Y. 

City of White Plains, N. Y. (city planning engineer-secretary ) 

State Division of Housing, New York, N. Y. 

The Port of New York Authority, New York, N. Y. 

Fairchild Aerial Surveys, Inc., New York, N. Y. 

Town Planning Associates, New York, N. Y. 

City of Peekskill, N. Y. (Bernard G. Gordon) 

City Planning Commission, Syracuse, N. Y. 

University of North Carolina, Chapel Hill, N. C. 

Charlotte-Mecklenburg Planning Commission, Charlotte, N. C. 

City of Charlotte, N. C., planning director 

City of Greensboro, N. C., director of planning 

City of High Point, N. C., director of planning 

City of Raleigh, N. C., director of planning 

City of Bismarck, N. D., city auditor 

Bowerston Village, Inc., Bowerston, Ohio (mayor pro tem) 

City of Chillicothe, Ohio, mayor 

City Planning Commission, Cleveland, Ohio 

Metropolitan Housing Authority, Cleveland, Ohio 

Ohio Planning Conference, Columbus, Ohio 

City of Dayton Plan Board, Ohio, city planner 

City of Greenville, Ohio, city solicitor 

Village of Hudson, Ohio, mayor 

City of Kenton, Ohio, mayor 

City of Norwalk, Ohio, auditor 

Miami University, Oxford, Ohio 

City of Van Wert, Ohio, auditor 

State of Oklahoma Department of Commerce and Industry, Oklahoma City 

City of Chickasha, Okla., city manager 

University of Oklahoma 

Tulsa Metropolitan Area Planning Commission, Tulsa, Okla. 

City of Medford, Oreg., city superintendent 

Portland City Planning Commission, Oreg. 

Beaver County Planning Commission, Pennsylvania 

City Planning Commission, Scranton, Pa. 

Easton Area Planning Coordinating Committee, Easton, Pa. 

Registration Planning Commission, Greater Greensburg, Greensburg, Pa. 

Clearfield County-Moshannon Valley Industrial Development Corporation, Houtz- 
dale, Pa. 

Board of Lawrency County Commissioners, New Castle, Pa. 

Old Lycoming Township, Pa. (solicitor, Williamsport, Pa.) 

Pennsylvania State Association of Boroughs, Hanover, Pa. 

Pennsylvania Economy League, Philadelphia, Pa. 

Forest Hills Civic Association, Pittsburgh, Pa. 

Pittsburgh Regional Planning Association, Pittsburgh, Pa. 

Moon Township, Pittsburgh, Pa. (solicitor) 

Greater Reading Development Fund, Reading, Pa. 

Wilkes-Barre, Pa., Wilkes College 

Redevelopment Authority of the City of York, York, Pa. 

Johnston Sanitary Board, Johnston, R. I. 

Charleston County Planning Board, Charleston, 8S. C. 

City of Columbia, S. C., director of city planning 

State Development Board, Columbia, S. C. 

City of Sumter, S. C., city manager 

Town Board, Akaska, 8S. Dak., chairman 

Tennessee Valley Authority, Knoxville, Tenn. 

University of Texas, Austin, Tex. 

City of Hamlin, Tex., city coordinator 

City of Port Arthur, Tex., city manager 

State of Vermont Development Commission, Montpelier, Vt. 

City of Virginia Beach, Va. (director of planning, Princess Anne, Va.) 

County Planning Commission, Princess Anne, Va. 

Colonial Regional Planning Commission, Williamsburg, Va. 

Office of Planning, Arlington, Va., planning director 

Municipal Corporation of Cape Charles, Va., clerk-treasurer 
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Planning Commission, Harrisonburg, Va. 

City Planning and Zoning Committee, Hopewell, Va. 

City Planning Commission, Richmond, Va. 

City Planning Commission, Roanoke, Va. 

Association of Washington Cities,.Seattle, Wash. 

Puget Planners, Inc., Seattle, Wash. 

Town of Fircrest, Tacoma, Wash. (clerk) 

Pierce County Planning Commission, Tacoma, Wash. 

City of Vancouver Planning Department and Planning Commission, Vancouver, 
Wash. 

Upper Kanawha Valley Development Association, executive director, Mont- 
gomery, W. Va. 

University of Wisconsin, Madison, Wis. 

Village of Menomonee Falls, Wis. (village commissioner ) 

Citizens’ Governmental Research Bureau, Milwaukee, Wis. 

City of Laramie, Wyoming, city manager 

Honolulu Redevelopment Agency, city and county of Honolulu, T. H. 


HOUSING AND HOME FINANCE AGENCY, OFFICE OF THE 
ADMINISTRATOR 


STATISTICS ON HousING DEMAND 
(Estimate, $175,000; proposed by committee, 0; in act, 0) 


(House hearings, pt. 2, pp. 1075 ff.) 


Page 20, after line 2, insert the following: 
“Statistics on housing demand: For reimbursing the Bureau of the Census for 
housing surveys, not otherwise provided for, relating to current and prospective 
housing market demand, $175,000.” 
the estimate, an increase of $175,000 above the amount allowed by the House 
committee. 
HOUSE REPORT 


(Pertinent excerpts, H. Rept. No. 1847, p. 11) 


“Statistics on housing demand.—The committee has denied the budget estimate 
of $175,000 for funds to enable the Bureau of the Census to make housing sur- 
veys relating to current and prospective market demand. While such informa- 
tion may be desirable statistics to have, the Committee does not regard them as 
essential.” 

JUSTIFICATION 


The 1957 budget as submitted to the Congress contained the new appropriation 
language quoted above to provide a sum of $175,000 to permit the Housing and 
Home Finance Administrator to reimburse the Bureau of the Census for pro- 
posed housing surveys relating to current and prospective market demand. Dur- 
ing the fiscal year 1957 it was proposed to have the Bureau of the Census—in 
conjunction witk its regular current population survey—initiate the collection 
and tabulation of statistics relating to the characterisics and size of current 
and prospective housing demand. 

At no time in the past 20 years has there been a more urgent need for reliable 
information upon which the Congress and the Agency can base judgments with 
respect to what lies in store for the home-building industry. The rate of family 
formation has declined significantly and there is no longer a big backlog of un- 
housed veterans to assure a high continuing demand for housing. Rather, 
present demand results to an increasing degree from the desire of already housed 
families to better their living accommodations. If the extent to which this type 
of demand can continue to sustain the market for housing is to be forecast aceu- 
rately, facts are needed about the families that move and the forces which 
motivate them to do so. Only by understanding these forces will the Agency 
and the Congress be able to take appropriate steps with respect to program 
administration and housing legislation to help maintain a stable economy— 
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avoiding inflationary upswings on the one hand and deflationary slumps on the 
other. 

In the absence of such facts the Agency has improvised a procedure for at- 
tempting to measure potential housing market demand but the limited data 
that have been produced are primarily opinion reports from Government field 
offices that are not accurate enough to assure the validity of the conclusions that 
stem from the analysis of these data. 

The need for a recurring survey of housing market characteristics has been 
ae by several committees of the House of Representatives and the Senate; 
by the Council of Economic Advisers and other interested executive agencies ; 
and by most industry groups in the mortgage financing and home building fields. 

For these reasons it is respectfully requested that the proposed language be 
restored to the bill and that $175,000 be appropriated to initiate this necessary 
activity. 

STATISTICS ON HOUSING DEMANDS 


Senator Dmksen. The budget item of $175,000 on statistics on 
housing demand, properly speaking, would come at this place in the 
bill, if we insert it. 

Senator Macnuson. This is a new item, is it not? 

Senator Dirksen. Would you like to revert to that for a moment, 
Mr. Cole? 

Mr. Cour. Yes, sir. 

Senator Maenvson. This is a new item, is it? 

ai Coir. Yes, it is not in the House bill. 

Briefly, Mr. Chairman, the Housing and Home Finance Agence y is 
called upon frequently to estimate the housing market, to examine 
the statistics available to forecast the market ; to determine the amount 
of mortgage funds available; to examine the demand, the consumer 
requirements in order that we may carry out our responsibilities 
throughout the entire agency. This includes the FHA and the Fed- 
era} National Mortgage Association and the Public Housing Admin- 
istration to a point. We want, if possible, if the committee would see 
fit to assist us in this, to bring up to date the 1950 census to determine 
the national housing inventory. We would like to know the volume 
of home improvements which are being made so that we can tie in 
with our home-improvement program and take care of the statistics 
on the unmeasured impact of this on the quality of housing and what 

we might need there. 

Then we want to collect on a regularly recurring basis information 
on the level and characteristics of the residential vacancies. This is an 
important figure which is unobtainable. All these are provided for 
in the budget for the Census Bureau; in addition, we want to initiate a 

tudy which will provide information, for example, on the number 
and kinds of people who would be shifting their residence not only 
within towns but from one town to another or from one State to 
another. 

One of our greatest difficulties is that we are constantly called upon 
by Congress and by industry, by the home builders or by mortgage 
lenders to forecast. the market not only in the future but to say what 
we think it is today, what it might be tomorrow. We are in con- 
tinnous consultation with the Council of Economic Advisers, the Fed- 
eral Reserve, with the Treasury, with others in the Government to 
help us to evaluate the market. 

I, personally, have felt that we had to do too much guessing about 
facts. Facts are not available. Facts are not sufficient for us to 





206 INDEPENDENT OFFICES APPROPRIATIONS, 1957 


make even accurate guesses and we are called upon to make some very 
important guesses. 

We are called upon to determine, for instance, the impact of any 
possible changes in FHA regulations and what it may do to the hous- 
ing economy, which is a tremendous section of our economy. It has te 
do with the well-being of the people. 

Therefore, I am quite earnest about my interest in this, my official 
interest and personal interest that we do what we can to develop better 
facts upon which we can base our judgment. 


FUNDS TO REIMBURSE CENSUS BUREAU 


Senator Porrer. Would you do this yourselves or have the Bureau 
of the Census do this? 

Mr. Cote. This is an appropriation to the agency to reimburse the 
Census Bureau. The appropriation is to the agency. Of course, we 
do not have the facilities, for instance, to carry out a sample survey. 

Senator Dmxksen. The whole amount will be used to reimburse the 
Census Bureau ? 

Mr. Corr. That is true. 

Senator Dirksen. What work is the Census Bureau doing in this 
field at the present time? 

Mr. Corz. They carried out one sample survey 

Mr. Frantz. I think maybe what the Senator has in mind, Mr. Cole, 
is the budget request for the Census Bureau in this area which covers 
the first three of the items you mentioned a moment ago. 

Senator Dirksen. What the Senator has in mind is that, when you 
meet the argument that they have been doing work in this field for a 
long time, of whatever kind it is, and gathering data on all facets of the 
housing problem, why duplicate it? Why not let it stand as it is? 

Mr. Coxe. If I thought it a duplication, I would not ask for it cer- 
tainly. Iam sure it is not a duplication. 

Senator Magnuson. As I understand it, it just goes further than 
what the Census is now doing. 

Mr. Corr. That is correct. 

Senator Magnuson. In other words, they ask a few more questions 
and get much more data. That is what it is. 


PROPOSED LANGUAGE 


Mr. Franrz. That is right, Mr. Chairman. The language which 
was proposed to the House reads: 


For reimbursing the Bureau of the Census for housing surveys not otherwise 
provided for. 

This is a specific kind of survey which is not in the program that 
Census has been carrying out. 

Senator Magnuson. It is pinpointed to housing matters. 

Mr. Frantz. To housing demand. That is right, sir. 

Senator Dirksen. Does Census do anything at all at the present time 
on measuring the potential housing market? I presume they gather 
statistics on structures, so far as I remember a variety of factual data, 
but it may not be slanted toward a particular purpose, namely, to see 
what the potential market is in the years ahead. 
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LETTER FROM UNITED STATES CHAMBER OF COMMERCE 


Senator Magnuson. We have a letter here that I want to put in the 
record at this point from the United States Chamber of Commerce 
which I think illustrates what you mean by doing a little more. 

(The letter referred to follows:) 


CHAMBER OF COMMERCE OF THE UNITED STATES 
LEGISLATIVE DEPARTMENT, 
Washington, D. C., April 16, 1956. 
Hon. WARREN G. MAGNUSON, 
Senate Office Building, 
Washington, D. C. 

Dear SENATOR MaGnuson: The Chamber of Commerce of the United States 
urges your Independent Offices and General Government Matters Subcommittee 
on Appropriations to approve the Housing and Home Finance Agency’s budget 
request for $175,000 for housing market studies. This request was denied in the 
House. 

The sum of $175,000 is sought for the purpose of obtaining information on 
the trend of effective consumer demand in the housing market. The information 
would be gathered for the Housing Agency by the Bureau of the Census, It 
would highlight the motivating forces behind those who have recently entered 
the housing market; among the nonmovers it would provide a basis for more 
effectively assessing the likelihood of their entering the housing market and for 
determining characteristics of the housing they might acquire. 

The survey would develop information about families currently participating 
in the housing market on such matters as income, assets, age, marital status, 
race, migration, etc. It would develop information on the nature of market 
transactions such as sources of funds and methods of financing. It would also 
provide information on the characteristics of houses being bought and sold or 
rented by showing their age, size, physical facilities, ete. These data would be 
developed separately for new and old units in both the rental and sales markets, 
and would be of great value to all who have interest in the residential market, 
be they builders, lenders, material suppliers or agencies of government. 

The national chamber believes the value to government, business, and the 
publie of these statistics would outweigh the effect of the increased funds upon 
the Federal budget. The chamber therefore urges approval of this budget 
request. 

Cordially yours, 
CLARENCE R. MILES. 


MANAGEMENT AND LIQUIDATION OF FNMA 


Mr. Corr. Mr. Chairman, I am constantly impressed —o the tre 
mendous responsibility which the Administrator of this Agency has 
in this field. I am, as Administrator, requested by people working 
for and with industry, with the lenders, with the manufacturers of 
refrigerators, the whole gamut of the housing industry, with the 
agencies themselves and with the Congress, for information about 
what the housing market is, what we, in the Government, should do. 
We have tremendous responsibilities. 

Let us take the management and liquidation program of Fannie 
May. A decision in that field that must be made is: Do we or do we 
not sell these mortgages? We sell these mortgages if they are not too 
much in competition with the private market. In order to arrive 
at this judgment we must decide what the private market is—what 
is the demand, what is available for mortgages. For us to arrive at 
this decision, we must have information. My judgment is that this 
small amount is extremely important. 


76535—56——_-14 
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RATE OF FAMILY FORMATION 


Senator Dirksen. I might say that there is one statement in your 
justification for the restoration of this item that startles me. You 
Say on page 2: 

The rate of family formation has declined significantly and there is no longer 
a big backlog of unhoused veterans to assure a high continuing demand for 
housing. 

I testified before the House Post Office Committee on the question of 
postal rates. Somebody unfurled some testimony over there that, 
instead of a significant decline, there was a significant increase in 
family formation. 

Mr. Corr. I think they are in error. 

Senator Dirksen. You think they are? They cited some figures. 

Mr. Corr. There is a decline in family formation which will occur, 
according to our information, between now and 1960. 

Mr. Frantz. There is an increase foreseen in the future. 

Mr. Corr. Oh, ves; there is a definite increase foreseen beginning in 
1960. It is going to rise. These are the families who were born dur- 
ing the depression that are coming in now. 

Senator Dmxksen. Well, they are still families. 

Mr. Corr. But the number is decreasing. I do not know quite 
what the word “significant” means, but there is a leveling off of the 
marriages, family formations, and will be between now and 1960. 

Senator Porrrer. Then they will start increasing ? 

Mr. Corr. Then they will start increasing rapidly. 

Senator Magnuson. I was thinking about this item. I think even 
Congress calls upon you on many occasions to ask questions about 
exactly what you are trying to do. 

Mr. Coir. They certainly do. 

Senator Magnuson. The Administrator has to make speeches oc 

‘asionally and has to have this information so that he can hope to 
ha a little bit accurate. 

Mr. Corr. I think it is very important that I am as accurate as 
possible, sIr. 

Senator Magnuson. I send letters down to you sometimes when 
somebody asks me questions, and you attempt to answer. 


HOUSING AND HOME FINANCE AGENCY, OFFICE OF THE 
ADMINISTRATOR 
RESERVE OF PLANNED PuBLIc WorKs (PAYMENT TO REVOLVING FUND) 
(Estimate, $12,000,000; proposed by committee, $6,000,000; in act, $6,000,000) 
(House hearings, p. 2, pp. 1083 ff.) 
Page 20, line 6, strike out the figure “$6,000,000” and insert in lieu thereof 


“$12,000,000”, the estimate, an increase of $6,000,000 above the amount allowed 
by the House committee. 


HOUSE REPORT 
(Pertinent excerpts, H. Rept. 1847, p. 12) 


“Reserve of planned public works (payment to revolving fund).—The bill 
includes $6 million for payment to the revolving fund established in the Housing 
Amendments of 1955 for financing plans for local public works to be financed 
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without Federal assistance. This is a decrease of $6 million in the budget 
estimate and an increase of $3 million over the appropriation for 1956. There 
were 32 loans approved as of February 20, and 105 loan applications were in 
process at that time. The funds advanced from the revolving fund financed 
with this appropriation are repaid at the time construction is started on a 
planned project.” 

JUSTIFICATION 


Section 702 of the Housing Act of 1954, as amended, authorizes a program 
of interest free advances to State and local public agencies for the planning of 
needed public works. The advances are designed to finance the cost of engi- 
neering and architectural surveys, designs, plans, working drawings, speci- 
fications, or other actions preliminary to and in preparation for the construction 
of State and local public works. 

The basic concept of the program is to provide a reservoir of planned public 
works which could rapidly be placed under construction should the regional 
or local economie situation so require. 

Under the terms of the statute a revolving fund of an ultimate level of $48 
million is provided. The statutory authorization accumulates according to 
the schedule shown in the following table: 


Fiscal year mount Cumulative 


000, 000 | $10, 000, 000 
2, 000, 000 22, 000, 000 
2, 000, 000 34 000. 000 

000, 000 48. O00, OOO 


000, 000 


The statute further provides that additional appropriations to the revolving 
fund are authorized in such amounts as may be necessary to maintain a total 
of $48 million in undisbursed balances and outstanding active advances. 

Appropriations pursuant to this authorization have lagged behind the annual 
increments. The first appropriations were, in fact, so small that the Agency 
was forced to adopt severely restrictive criteria limiting the program to pre- 
liminary planning and curtailing the types of applications to be accepted and 
the amount of advances per project. These restrictions effectively discouraged 
applicants. 

As additional funds have been made available, however, these criteria have 
been somewhat relaxed and interest in the program has expanded sharply. 
Within the past 7 months there have been in excess of 1,000 inquiries pertaining 
to the assistance available under the program. This rate of inquiries bears 
out the results shown by a survey conducted by the Bureau of the Census at 
the request of the Council of Economic Advisers. This survey showed that 
out of some 4,000 State and local governments reporting, almost 80 percent 
lacked the funds with which to complete plan preparation for projects repre- 
sented in a master plan or a capital budget. 

The experience of the Agency to date, and reports from Agency field offices 
prompt the conclusion that, although the program has been slow in starting, 
it is accelerating and its potential will soon equal if not exceed the statutory 
schedule of program authorization. 

The restoration of the full amount of the budget estimate is, therefore, re- 
quested in order to permit the development of the program at the level contem- 
plated in the statute. The program fund appropriation is needed not only to 
meet the existing and potential demand, but also to permit Agency policies to be 
accommodated to the statutory limitation on the amount of advances that 
may be made in any one State. 


RESERVE OF PLANNED PUBLIC WORKS 


Senator Dirksen. In any event, using your adjective, Mr. Cole, 
there is a significant increase in your request for reserve of planned 
public works, so that suppose we go to that. 

Mr. Corr. Yes, sir. We touched on that in part a moment ago. 
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This program is authorized by section 702 of the Housing Act of 
1954, as amended by last year’s Housing Act. The new law provides 
for a $48 million revolving fund with which the Administrator makes 
interest-free advances to local public bodies for planning non-Federal 
public works. These advances are repaid out of the permanent 
financing for the project at such time as construction is actually 
undertaken. 

The present law contemplates that the $48 million fund would be 
built up by appropriations of $10 million through this current year; 
$12 million each in the next 2 fiscal years; and $14 million in the 
fourth year. However, up until now only $4.5 million has been ap- 
propriated of the first $10 million of authorization. The program 
is relatively new, and there has not as yet been sufficient experience 
to test the statutory idea of an annual level of $12 million in advances. 
We are not suggesting that the $5.5 million balance in this year’s 
authorization be 2 appropriated at this time, but we do recommend that 
the Congress approve the full $12 million appropriation to the revolv- 
ing fund for next year. 

Senator Dirksen. In substance, Mr. Cole, this is an advance to pub- 
lic bodies to get up plans and specifications for courthouses, gymnasia, 
city halls, and schools, and so forth ? 

Mr. Corr. Yes. 

Senator Dirksen. It is to get the program ready and on the shelf 
just in case. 

Mr. Cote. Just in case. 

Senator Dirksen. Then, when they go ahead with their financing, 
you get your money back? 

Mr. Corz. That 1s correct. 

Senator Dmxsen. Are there any questions ? 

Mr. Core. That is the end of that particular one. 

We discussed the e: apital grants for slum clearance and urban re- 
newal. I will read it if you care to have me do so. What is your 
pleasure ? 

PUBLIC HOUSING ADMINISTRATION 


Senator Dirksen. You are not asking for a restoration on — 


grants, and we have discussed that. I think we can now go to Pub- 


lic Housi ng Administration. 


HOUSING AND HOME FINANCE AGENCY, PUBLIC HOUSING 
ADMINISTRATION 


ADMINISTRATIVE EXPENSES 
(Estimate, $10,700,000; proposed by committee, $9,700,000; in act, $9,700,000) 
(House hearings, pt. 2, pp. 1168 ff.) 


(1) Page 20, line 13, strike out the figure “$9,700,000” and insert in lieu there- 
of “$10,700,000,” the estimate, an increase of $1 million above the amount al- 
lowed by the House committee. 

(2) Page 42, line 2, strike out the figure “$11,550,000” and insert in lieu there- 
of “$12,800,000,” the estimate, an increase of $1,250,000 above the amount allowed 
by the House committee. 
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HOUSE REPORT 


(Pertinent excerpts, H. Rept. No. 1847, p. 13) 


“Public Housing Administration.—The committee recommends $9,700,000 of 
appropriated funds for administrative expenses of this agency, which is $1 mil- 
lion less than the budget estimate and an increase of $1,500,000 over 1956 ap- 
propriations. The increase will provide for administering the public housing 
program in 1957.” 

JUSTIFICATION 


(1) Administrative expenses for the low-rent public housing program 


In administering the low-rent public housing program, the Public Housing 
Administration requires administrative funds in order to perform both develop- 
ment and management functions. Development includes all activities connected 
with launching a low-rent project, including initial planning, temporary fi- 
nancing, site selection, execution of an annual contributions contract, construc- 
tion, and permanent financing. After a project is completed and becomes avail- 
able for occupancy, it enters the normal management phase. 

Distribution of administrative expenses according to development and man- 
agement functions during fiscal years 1956 and 1957 is shown below: 


1956 1957 
estimate ! estimate 


Administrative expenses: 
Development ‘ _| $4, 682,000 $5, 365, 000 
Management 3 : 5, 043, 000 5, 335, 000 


Total, nOmmiaistretive ck Pees... « « 5seocasecundmnannadsmennssscesrecen 9, 725, 000 | 10, 700, 000 


1 This estimate includes the amounts presented in supplemental requests contained in H. Doc. No. 330 


The principal increase in funds requested for fiscal 1957 is for development 
projects that will be under annual contributions contracts and ready to start 
construction. During fiscal 1954 development activity for the low-rent program 
reached a low point, as no new annual contributions contracts were executed 
in that year. During the next 3 fiscal years development activity increased 
substantially as indicated below: 








Number of units 


1955 actual (1956 estimate|1957 estimate 


Under annual contributions contracts, aw aoe construction 

starts at beginning of year ; ; 35, 833 7, 740 
Add annual contributions contracts executed _ _-------- 1 30, 630 15, 000 
Less construction starts iis pias tenn ait’ a 8, 723 25, 000 | 


Backlog carried over to next fiscal year 57, 740 77, 740 


1 Including units placed under contract in July 1955 pursuant to a 1-month extension granted by the 
Congress. 

2 Pending action by the Congress on the proposed housing amendments of 1956, no estimate has been 
made of units in annual contributions contracts executed during fiscal 1957 or of the backlog of units under 
contract and awaiting construction starts on June 30, 1957. 


The objective of development activity is to secure low-rent public-housing 
projects of adequate quality at the lowest possible cost. Lack of adequate plan- 
ning or any reduction of efficiency during the development stage will lower pub- 
lic-housing standards and will saddle the projects with increased costs over the 
40-year amortization period. The Public Housing Administration considers it 
to be especially important to maintain construction standards and to control 
original costs during the present period of expanding development responsibili- 
ties. In the light of these circumstances, the budgeted increase in development 
expenses is deemed to be reasonable. 

The increase in management expenses appears moderate when measured 
against the rising workload. In the low-rent public-housing program manage- 
ment is a cumulative process, with new completed units being added immediately 
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tv the total management workload, The number of housing units available for 
occupancy increases from 403,471 units at the 1955 fiscal year end to 422,471 and 
445,471 at the 1956 and 1957 fiscal year ends, respectively. A continuance of 
present supervisory standards is necessary to assure efficient operations at the 
project level and to assure that the purpose of the low-rent program is being 
fulfilled. 

In the House report it was pointed out that the $9,700,000 for administrative 
expenses was an increase of $1,500,000 over 1956 appropriations, This statement 
requires clarification. The $9,700,000 is, in fact, less than the revised estimate 
for the current year, including the supplemental request. More than one-half 
($885,000) of the supplemental request was to provide for increased staff and 
expenses necessitated by the housing amendments of 1955. The balance was to 
meet the higher cost of the General Accounting Office audit, as well as the higher 
costs of the Federal Employees’ Salary Increase Act (Public Law 94) and of 
increased travel allowances (Public Law 189). The $9,700,000 in the House bill 
does not permit the Administration to retain current staff which is necessary to 
continue its present rate of activity, and provides no funds whatever to meet 
the necessary administrative cost of new projects going into construction and 
the management workload on new projects being completed. 

The Administration, therefore, requests that the administrative expense appro- 
priation be restored to $10,700,000. 

(2) Consolidated administrative expenses 

In its justification for 1957 estimates, the Public Housing Administration re- 
quested an appropriation language change, which in effect reinstated the lan- 
guage used prior to the 1955 appropriation act. The House bill incorporates 
the requested change. The new language will combine into one fund the amount 
appropriated in title I and the limitations under title II. The total merged fund 
of the Public Housing Administration under title II is now comprised of the 
amount appropriated to the Administration under title I for administrative 
expenses of the low-rent public-housing program and the amount allocated to 
the Administration by the Office of the Administrator, Housing and Home Fi- 
nance Agency, for administrative expenses of the liquidating emergency housing 
program. 

The consolidated total of $11,550,000 in title II of the House bill is made up of 
$9,700,000 for administrative expenses of the low-rent public-housing program 
and $1,850,000 for administrative expenses of the liquidating emergency program. 
The justification presented above requests a restoration of the budgeted $10,700,- 
000 in place of the $9,700,000. The justification separately presented under the 
heading “Office of the Administrator, Revolving Fund (Liquidating Programs) ,” 
requests a restoration of the budgeted $2,100,000 in place of the $1,850,000. The 
consolidated total of the restored amounts is $12,800,000, as compared with the 
consolidated total of $11,550,000 in the House bill. 

The Administration, therefore, requests that the consolidated total specified 
in title II be restored to $12,800,000. 


ADMINISTRATIVE EXPENSES, PuBLIC HousiInac ADMINISTRATION, HousING AND 
Homer FINANCE AGENCY 


Schedule of activities 


1957 estimate | Bill com- 

Budget esti- | Budget esti- } compared | pared with 

mate 1956 ! mate 1957 House bill with 1956 1957 esti- 
estimate mate 


t 
) 


FUNDS AVAILARLE FOR ORLIGATION 


Appropriation | $9, 725, 000 700, 000 


$9, 700, 000 +$975,000 —$1, 000, 000 


ANALYSIS RY ACTIVITY 


1. Development 2 4, 682, 000 5, 365, 000 5 ee +683, 000 
2. Management... 5, 043, 000 5, 335, 000 |... + 292, 000 


otal obligations . 9, 725, 000 10, 700, 000 9, 700, 000 +975, 000 —1, 000, 000 


1 This estimate includes the amounts presented in supplemental requests contained in H. Doc. No. 330. 
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Standard classification schedule 


Budget 
estimate 
1956 ! 


(1) 


FUNDS AVAILABLE FOR OBLIGATION 
Appropriation. hdd dencdaie 5 : $9, 725, 000 |$10, 700,000 | $9, 700, 000 +-$975, $1, 000, 000 
ANALYSIS BY STANDARD CLASSIFICATION 


01 Personal services... 865, 000 , 667, 000 2 000 
02 Travel... ns 90, 000 000 +110, 000 
03 Transportation of things__- 000 2 000 000 
04 Communication services 209, 000 221, 000 2, 000 
05 Rents and utility services 573, 000 000 36, 000 
06 Printing and reproduction _- 50, 000 5 5, 000 +5, 000 
07 Other contractual services , 000 O00 3, 000 
General Accounting Office audit 3, 000 96, 000 3, 000 
08 Supplies and materials_ 67,000 73, 000 », OOO 
09 Equipment-_- 58, 000 5, 000 3, 000 
3 Refunds, awards, and indemnities 000 1,000 
5 ‘Taxes and assessments. -_- : , 000 7, 000 


Total obligations. . ‘ _..| 9,725,000 | 10,700,000 ' 9,700,000 1.975, 000 | —1, 000, 000 


! This estimate includes the amounts presented in supplemental requests contained in 


GENERAL STATEMENT 


Mr. Coir. The next appropriation is for the administrative ex- 
penses of the Public Housing Administration in carrying out the low- 
rent public-housing program. 'The budget estimate for this purpose 
was $10,700,000—which the House reduced by exactly $1 million to 
$9,700,000. I am very concerned about this reduction, because of the 
evident trend of workload for the balance of this year and next year. 
[ will not go into any detail on this subject, since Commissioner 
Slusser is here and prepared to discuss it as fully as you may wish. 
Very briefly, however, the point is this: Obviously, the total manage- 
ment workload, which deals with housing that is completed and in 
use, gets bigger each year as projects are completed and put into 
occupancy. In addition, the workload in the so-called development 
stage—that is, new projects and units being planned and built—also 
will rise next year because of the authorization to start 45,000 new 
units through the mill during fiscal year 1956. Between these two 
trends, the total workload nec essarily will be greater next year, but 
the House figure would require a reduction in current employment 
rather than the modest. increase which the budget would permit. I 
hope that the full amount of $10,700,000 will be approved. 

Senator Dirksen. This is an administrative item, Mr. Slusser? 

Mr. Stusser. That is right. 

Senator Dirksen. Mr. Mason, I understand you have to catch a 
plane. Is there anything you want to say before you leave / 


STATEMENT OF NORMAN P. MASON, FEDERAL HOUSING COMMISSIONER 
Mr. Mason. Sir, we are not asking anything different from what 
the House has given us. They cut it very slightly and we feel that, 


because of savings that we have been able to make by a management 
survey which we have conducted effecting savings, that we can live 
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within the amounts given us. We do not want to be cut any further, 
Mr. Chairman. I have a brief formal statement for the record. 
Senator Dirksen. Mr. Mason, that is a very commendable restraint. 
Your statement may go in. 
(The statement referred to follows :) 


STATEMENT OF NorMAN P. Mason, COMMISSIONER, FEDERAL HovusING ADMINIS- 
TRATION, BEFORE INDEPENDENT OFFICES APPROPRIATIONS SUBCOMMITTEE, UNITED 
STATES SENATE 


Mr. Chairman and members of the committee, I appreciate this opportunity 
to review with you the housing situation as it affects FHA’s programs. 

Last year was a high volume year in housing and in FHA applications. 
Almost 700,000 unit applications were received by the Federal Housing Admin- 
istration, very largely under the basic home mortgage insurance program, section 
203 of the National Housing Act. I believe that the construction of new homes 
and sales of existing homes will be at high levels again next year. In addition, 
the new and amended programs provided by the Housing Acts of 1954 and 1955 
should result in a substantial volume of housing next year. 

In the aggregate FHA expects to receive about 800,000 unit applications next 
year. Of these, 635,000 would be under our long established home-mortgage 
insurance program, section 208, and the balance would be largely attributable to 
the statutory amendments in the Housing Acts of 1954 and 1955. These new 
legislative amendments, particularly those for armed services housing, urban 
renewal housing and cooperative housing are expected to achieve higher rates 
of activity as work progresses under them in the coming fiscal year. The new 
armed services housing program which authorized 100,000 units of new housing 
for military and civilian personnel of the Armed Forces is making fine progress. 
Some 60,000 units are under consideration already between our offices and the 
Defense Establishment. Some of these have already been let out to bid prepara- 
tory to filing firm applications for mortgage insurance. The Urban Renewal 
Administration with whom we are working closely anticipates a program under 
which 75,000 unit applications will be received by FHA for mortgage insurance 
under sections 220 and 221 in the fiscal year 1957. The Housing Amendments 
of 1955 amended section 213 for cooperative housing and gave it a strong statu- 
tory direction and impetus. This program, which has been relatively inactive 
during the last year or so, is expected again to become an active working program 
to serve middle-income families. 

A review of our overall organization during the past year has indicated a real 
need for strengthening and revising our controls and procedures, both in our in- 
ternal operations and of corporate mortgagors operating rental housing projects 
covered by insured mortgages and rental brokers managing properties acquired 
by FHA in the course of its operations. In addition, we will have placed a sub- 
stantial amount of new insurance on our books and this, of course, will require a 
modest expansion in some of our headquarters operations. 

To process this workload and administer our programs, our budget estimate 
for 1957 was submitted to Congress in the amount of $44,450,000. The House 
authorized the use of $43,600,000 of our income, a reduction of $850,000. On the 
basis of a current review of activities, a minor revision in programs would seem 
reasonable and some saving has been accomplished by the recent adoption of 
procedural changes which I believe will permit the FHA to operate effectively 
in 1957 within the amount approved by the House. 

It is estimated that we will collect fees and premiums during the fiscal year 
of more than $160 million. At present we have over $450 million in retained 
earnings and statutory reserves against future insurance losses and expenses. 
This reserve has been accumulated since the agency’s inception in 1934, after 
paying operating expenses and losses and repaying to the Treasury with interest 
all funds advanced to the agency for operating purposes during its early years. 
In addition, FHA has paid participation dividends to home owners of more than 
£65 million. 


Senator Dirksen. Mr. Slusser, how many projects and how many 
units have we now under the Public Housing Administration that you 
have to administer ? 
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STATEMENT OF CHARLES E. SLUSSER, PUBLIC HOUSING COMMISSIONER 


Mr. Stusser. We have 2,100 projects and 415,000 units in manage- 
ment. 

Senator Drrxsen. 415,000 units? 

Mr. Siusser. In management; yes, sir. 

Senator Dirksen. They are a part of your management operation 
and they are diffused all over the country ? 

Mr. Susser. Yes. 

Senator Dirksen. Generally speaking, what is the well-being and 
the status of these projects? By that I mean, are they in good order? 
What are the difficulties that arise? What difficulties do you have 
with people whose incomes are over the amount allowed by law to get 
into such projects? What are the difficulties of getting them out? 
There are such problems, I take it, are there not? 

Mr. Stusser. We have, Mr. Chairman, been checking very closely 
with the local housing authorities and, while I would be delighted 
to tell you that there are not some ineligible people in them, there 
are, but it is at a minimum. I think you must recognize that in the 
present economic conditions our load of welfare people is growing 
considerably, and that is somewhat alarming to the cities because 
their relief projects are more and more using public housing for this 
type of person. 

Senator Dirksen. Is there much of it? 

Mr. Susser. Yes, sir. It is increasing. 


OVERINCOME TENANTS 


Senator Dirksen. The protests that usually come in are from peo- 
ple engaged in housing construction and that sort of thing to protest 
that incomes are going up very sharply to the point where they are 
way over the statutory allotments and that no vigorous effort is made 
to take them out of these projects so that it conforms with the intent 
of the program in the statute. I do not know how much of it there 
is. 

Mr. Suusser. As I say, there is some, but I would say it is a very 
minimum. We get not too many complaints of overincome tenants. 
We are closely watching the local authorities and I think they are 
doing a fine job of keeping out ineligibles. Our occupancy figure 
is up at its highest. We are at about approximately 98 percent of 
occupancy which allows only a 2 percent of turnover in the projects. 

Senator Dirksen. You say that the turnover is about 2 percent? 

Mr. Stusser. That is the normal move in and move out, getting 
the apartment ready for the next person coming in. 

Senator Dmxsen. The House cut this item by $1 million. 

Mr. Stusser. The administrative expense was cut by $1 million. 
In fact, I feel that at this time we are presenting a simple and honest 
budget. Certainly we have reduced employment to the point where 
if this cut were to stand we cannot possibly go on with what em- 
ployment we have now. Yet we have this ever increasing load of 
new projects coming into the market which we must supervise. 

Senator Dirksen. You would like to have this committee, in its 


—— and moved by warm, charitable impulses, put that money 
ack ¢ . 
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Mr. Suusser. We certainly would. 

Senator Dirksen. Are there any questions ? 

Mr. Chairman, have you any questions on this item ‘ 
Senator Magnuson. No. 


PREPARED STATEMENT 


Mr. Core. Mr. Chairman, may I ask that Commissioner Slusser’s 
statement be inserted in the record at this point ? 

Senator Dirksen. Yes. 

(The statement referred to follows:) 


STATEMENT BY CHARLES E. SLUSSER, COMMISSIONER, PusLic Houstne ADMINIS- 
TRATION, BEFORE THE COMMITTEE ON APPROPRIATIONS, UNITED STATES SENATE, 
APRIL 26, 1956 


Mr. Chairman and members of the committee, I appreciate the opportunity of 
appearing before you to discuss our need for funds during the 1957 fiscal year. 

Qur most urgent appeal is for the restoration of our original estimate of 
administrative expense funds. As you know, the Public Housing Administra- 
tion asked for $12,800,000. The House reduced this to $11,550,000. We regard the 
cut of $1,250,000 as being very drastic indeed. If allowed to stand, the PHA 
will find itself in an exceedingly difficult position next year. 

Let me explain why. First of all, we have to divide our administrative 
expense item between two major programs. For the low-rent public housing 
program we requested $10,700,000, For the liquidating emergency housing pro- 
serum we requested $2,100,000. 

Our low-rent estimate was reduced $1 million by the House. If sustained, 
this reduction will cut us back to $9,700,000, which is actually less than our 
current rate of expenditure. It will leave us no means of picking up the heavier 
burden of development work on additional projects already authorized by the 
Congress. It will also preclude us from making the modest staff additions 
needed to exercise proper management supervision over newly completed low- 
rent public housing units. 

You may recall that 2 years ago, in the 1954 fiscal year, we were not author- 
ized to execute any annual contributions contracts. Then, under the 35,000-unit 
program authorized by the Congress for fiscal year 1955, we were able to place 
under contract 30,630 new units. This year we hope to place under contract the 
full 45,000 units authorized. As a result there now is a definite pickup in the 
scope and tempo of development activity. 

If, because of inadequate funds, we falter at this point, it can eventually 
prove very costly to the Government. Gentlemen, when we speak of our current 
program of 45,000 units we are talking about construction of housing units cost- 
ing nearly a half-billion dollars. This is big business. Let us face the fact 
that the Federal Government is obligated, through annual contributions, to pay 
back every penny of that half billion, plus interest, over the amortization period 
of 40 years. We should employ the best architectural, engineering, and other 
talent we can find to ensure that the half billion is spent prudently. And re- 
member that we are speaking of only a single year’s program. Certainly, the 
tremendous amount of capital expenditure entailed in the PHA construction pro- 
gram suggests that we should not neglect this vital part of our program. 

Now, I would like to submit that our management activity also is big business. 
If we consider only the main part of the low-rent program—locally owned projects 
eligible for annual contributions—we find that total receipts are expected to be 
about $120 million during the current fiscal year. Here again the stakes are 
large. These very same projects will show residual receipts from operations 
of about $20 million. Every penny of the residual receipts goes to reduce the 
Federal subsidy and, therefore, represents an equivalent saving to the taxpayer. 

This unusual situation imposes on PHA a management responsibility which 
is, I believe, unique in Government. To the extent that we can strengthen and 
improve our management supervision, we stand to achieve savings running into 
the millions. 

I must admit that it is a constant struggle to achieve operating economies at 
the project level. Wage rates keep rising, as do prices for supplies and materials. 
There is also, I regret to say, a tendency on the part of some local housing au- 
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thorities to believe that they are entitled under all conditions to receive the full 
Federal subsidy. We do not agree with this philosophy. We are embarking on 
& program to make the local authorities more “management conscious.” We feel 
it is up to us to provide vigorous leadership. 

The least we can do is to retain our present staff of experienced management 
personnel. However, if they are to be spread thinner and thinner over a steadily 
increasing workload, we are bound to lose some of our best people. A select 
number of new personnel also must be recruited, trained, and given experience 
on the job. We cannot accomplish these objectives without adequate funds. 

The story on the liquidating emergency housing program is completely differ- 
ent. Here, we now have no further development work to do. Our management 
workload is diminishing and full allowance for this fact has been made in our 
budyzet estimate. However, we must continue to press our efforts to liquidate 
the program and the personnel required to dispose of units remaining in the 
workload must continue virtually at the present level. The Congress has re- 
peatedly told us to get rid of the war housing and wind up the program. The end 
is now in sight. We should dispose of most of the remaining projects during 
the 1957 fiscal vear and can surely complete the program in the 1958 fiscal year. 
We can achieve these goals, of course, only if we have sufficient funds to retain 
our staff of experienced personnel in the disposition program. The reduction of 
$250,000 in administrative expenses for the liquidating program would be, in 
my opinion, premature at this stage of the program. Substantially all of this 
cut, if sustained, will have to be made at the expense of disposition activity. 
Just when we are within sight of the goal, we are faced with the prospect of hav- 
ing to cut our disposition staff and falling short of an attainable objective. 

Summing up, then, the PHA needs 812,800,000 for administrative expenses for 
both the low-rent program and the liquidating program. The House allowance 
of $11,550,000 is $1,250,000 less than our estimated needs. Frankly, Mr. Chair- 
man, this reduction creates a serious situation for the PHA. In the low-rent 
program, the reduced estimate would force us to stand still at a time when our 
public-housing program, under congressional mandate, is moving forward. In 
the liquidating program, the reduced estimate would force us to slacken our dis- 
position effort at a time when we are within reach of finishing the job. I say 
to you in all sincerity that the administrative expense funds requested in the 
Senate appeal are urgently needed. 

Now may I turn to the other two parts of our appeal where we believe we 
have a good case but where the degree of urgency is somewhat less than in the 
situation I have just described. First, we have the requested appropriation of 
$96 million for annual contributions. The House allowance is $90 million. As 
pointed out in the materials submitted te the committee, our figure of $96 million 
is not so much an estimate as it is a compilation based largely on known facts. 
We consider it a sound figure. 

Both the Congress and the PHA are agreed that annual contributions represent 
a solemn contractual obligation on the part of the Federal Government and have 
to be paid. The only question is one of appropriations procedure. We believe 
that the more expeditious procedure is to make a single appropriation sufficient 
to cover anticipated needs. If it should subsequently develop that our estimate 
was too high, the unneeded funds would simply revert to the Treasury. The 
PHA will not, and indeed could not, pay annual contributions in excess of legal 
requirements. 

However, for the last 2 or 3 years Congress has provided the funds for payment 
of annual contributions through an initial appropriation smaller than the budget 
estimate. This initial appropriation then was followed by a supplemental 
appropriation after the actual obligations had been determined for a majority 
of the projects. 

We merely wish to record our preference for the simpler system of a single 
appropriation. But we also wish to acknowledge that the system of the two 
appropriations does not adversely affect the low-rent program. 

This brings me to the third and last item in our appeal. This does not involve 
an appropriation of funds; it is simply a limitation cn the amount of operating 
receipts which may be expended for operation of the related projects. The 
operation and management of projects remaining in the liquidating program 
involve certain operating expenditures which actually are more than covered 
by rental receipts. The Congress has seen fit to place a limitation on these 
expenditures. The whole question boils down to this—How much money will 
it take to operate these projects? We believe it will take $8,400,000; the House 
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has allowed $7,900,000. Bear in mind that here we are estimating not the cost 
of running a Government agency but of operating a number of war-housing 
projects. It is a highly specialized business, and our estimate is based on 
operating budgets submitted for each individual project. 

There was a time when it was felt that a reduction in the limitation would 
constitute an added prod to dispose of war housing. It’s a certainty that we do 
not need such a prod now. The PHA will proceed with the liquidation of war 
housing as vigorously as it can. To the extent that we can speed up disposition 
and thereby cut down operating expenditures, we will not have to use the full 
limitation. But I do submit that the limitation should be large enough to cover 
the expenditures that are indicated by a prudent estimate. 

In the materials filed with your committee, we have gone on record as pledging 
ourselves not to request apportionment by the Bureau of the Budget of funds 
earmarked for the operation of any projects that may be transferred to the De- 
partment of Defense pursuant to provisions of legislation now before the Con- 
gress. As the committee knows, we are not permitted to base our budget requests 
on forecasts of legislation. But we do wish to assure you that we will promptly 
adjust our program if it is affected by the proposed legislation. 

May I remind you that our estimates for the 1957 fiscal year make no pro- 
vision for administrative expenses that would be occasioned by adoption of the 
Housing Amendments of 1956 now before the Congress. After the Congress has 
acted, we shall submit a supplemental request for administrative expenses. 

Again I thank you for affording me the opportunity to express our concern 
over the reductions of our budget requests for the 1957 fiscal year and to indicate 
the relative urgency of our needs. If you now have any questions, I shall be 
glad to answer them. 


Senator Dirksen. Then, Mr. Cole, I suppose we can move to the 
next item. 


HOUSING AND HOME FINANCE AGENCY, PUBLIC HOUSING 
ADMINISTRATION 


ANNUAL CONTRIBUTIONS 
(Estimate, $96 million; proposed by committee, $90 million; in act, $90 million) 
(House hearings pt. 2, pp. 1168 ff.) 


Page 20, line 19, strike out the figure “$90,000,000” and insert in lieu thereof 
“$96,000,000”, the estimate, an increase of $6 million above the amount allowed 
by the House committee. 

HOUSE REPORT 


(Pertinent excerpts, H. Rept. 1847, p. 13) 


“Annual contributions—The amount of annual contributions recommended in 
the bill is $90 million, which is an increase of $8,250,000 over 1956 and a reduc- 
tion of $6 million in the budget estimate. The Administration is urged to con- 
tinue to screen budgets of local authorities carefully and deny items of unjustified 
cost, which is the only control the Government has over the amount that will be 
required for annual contributions. 

“The appropriation for 1957 is only a small fraction of the contribution which 
will be required when projects now under way or at some stage of development 
are completed, as costs do not show until after public housing projects are com- 
pleted and occupied. When those public housing units in projects which have 
been authorized through 1957 are completed, if the President’s program is ap- 
proved as recommended, it will require an annual contribution between $152,500,- 
000 and $202 million each year for annual contributions over a period of 40 years.”’ 


JUSTIFICATION 


Method of computing appropriation estimate 

A legal obligation to pay annual contributions is incurred by the Public Hous- 
ing Administration at the time the annual contributions contract is executed. 
The actual amount to be paid is determined by subsequent circumstances whose 
dollar impact can be determined with considerable accuracy. Therefore, the 
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annual contributions estimate is less an “estimate” than it is a compilation of 
determinable amounts. In support of this statement the following four consid- 
erations apply: 

(1) Annual contributions for the 1957 fiscal year depend very little on program 
estimates but mainly reflect events which already have occurred.—For example, 
all annual contributions contracts, under which payments will be made during 
fiscal 1957, had been executed prior to June 30, 1955. Furthermore, about 
three-fifths of all housing units which will be eligible for annual contributions 
payments through June 30, 1957, already had been permanently financed prior 
to June 30, 1955. Permanent financing establishes the actual amount of the 
fixed annual contribution which the Public Housing Administration is legally 
committed to pay. The fixed annual contribution thus can be determined with 
accuracy and is the major determinant of the annual contributions estimate. 
For example, the fixed annual contribution for fiscal 1957 was determined to be 
$123,100,000. Because of residual receipts and other amounts expected to be 
available for reduction of annual contributions, the annual contributions esti- 
mate was $96 million. 

(2) Residual receipts, the major factor capable of reducing annual contri- 
butions, can be estimated with reasonable accuracy.—The estimate of residual 
receipts is compiled directly from budgets submitted by the local authority for 
each project. These individual budgets are realistic and reflect firsthand knowl- 
edge of project conditions. 

(3) The other four factors capable of reducing annual contributions can be 
accurately measured.—These factors represent technical elements associated 
with permanent financing. Determinable amounts for each factor are more in 
the nature of compilations, based on known facts, than of estimates. The four 
factors are “excess of maximum contribution over debt service’ (applicable only 
to Public Law 671 projects in temporary financing) ; ‘accrued interest”; “capi- 
talized interest”; and “residual receipts as of end of initial operating period.” 

(4) The known amount of the fired annual contribution for the most recent 
“actual” fiscal year now constitutes the preponderant share of the total for the 
“estimate” fiscal year.—For example, the fixed annual contribution for the 
“actual” 1955 fiscal year was $91,133,962. The additional amount indicated for 
the 1956 fiscal year is $18,766,038, and for the 1957 fiscal year is $13,200,000. 
Since even these additional amounts for the 2 “estimate” fiscal years are ac- 
counted for by projects receiving their first annual contribution, the total of 
$123,100,000 involves relatively little guesswork. The same can be said for the 
factors that reduce annual contributions payments, so that the resulting annual 
contribution of $96 million is a firm figure. 

The increase of the 1957 estimate over 1956 is accounted for principally by 
the addition of 238,401 units receiving their first annual contribution in 1957, 
conversion of certain other units from temporary to permanent financing, and 
other adjustments related to permanent financing of projects. All estimates 
reflect totals of data compiled from budgets of each individual project within 
the annual contributions contracts. Therefore, the $96 million appears to be 
a reliable estimate and the allowance of $90 million is expected to prove in- 
adequate. 

The Administration, therefore, requests that the appropriation for payment 
of annual contributions be restored to $96 million. 

It is believed that, for the reasons cited above, the estimate of $96 million will 
prove to be a close approximation of needs during the 1957 fiscal year. In the 
event that this amount is not appropriated, the Public Housing Administration, 
following procedures established in the 1955 and 1956 fiscal years, will submit 
an estimate for a supplemental appropriation toward the end of the 1957 fiscal 
year, at which time the actual requirements for annual contributions can be 
determined. 


ANNUAL CONTRIBUTIONS 


Mr. Cote. The next item is the annual contributions. The House 
bill provides $90 million for annual contributions for low-rent housing 
projects during fiscal year 1957. Thisisa reduction of $6 million from 
the $96 million estimate submitted in the budget. 

Senator Dirksen. Let me ask at that point what is the oldest project 
on which we make contributions today ? 

Mr. Srusser. The oldest project? 
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Senator Dirksen. Where contributions have continuously been 
made. 

Mr. Suusser. I would say about 15 years, sir. That would be the 
oldest project. 

Senator Dirksen. Are there many of the older projects on which 
there have been continuous contributions 4 

Mr. SLUSSER. Yes. 

Senator Dirksen. These are all the earlier projects? 

Mr. Stusser. Yes, sir. 

Senator Dirksen. Proceed, Mr. Cole. 

Mr. Coir. The several factors which go into the development of the 
budget estimate for annual contributions are readily identifiable, and 
experience has shown that these estimates have been made progres- 
sively more accurate. ‘They are developed from data compiled from 
operating budgets of each individual low-rent housing project. In 
our judgment, the $96 million appears to be a reliab le estimate and 
the House allowance of $90 million will in all probability prove 
inadequate. 

Senator Dirksen. The fact of the matter is that this is a commit- 
ment and, if you do not have sufficient funds, you will have to come 
back for a deficiency ¢ 

Mr. Cote. That is what I was about to say. The restoration of the 
budget, in our judgment, would prevent the need of our coming back. 
That is all. 


COLLEGE HOUSING LOANS 


Senator Dirksen. We have discussed the college housing loan pro- 


gram. 

Mr. Corr. There is no appeal on that. 

Senator Magnuson. May [ask a question there / 

Last year I authored an amendment for junior colleges. 

Mr. Corn. That was approved. 

Senator Magnuson. Is that progressing fairly well? 

Mr. Coir. That is part of the program, ves. 

Senator Magnuson. You had some substantial applications, did you, 
in that field? 

Mr. Hazevtine. On the junior colleges, up to 1955 we had 27 applica- 
tions and 11 approved. Since that time we have had 16; 2 are com- 
pletely approved while the others are still in the processing stage. 

Senator Magnuson. But there did seem to be a need to go into that 
field. Would you agree on that statement ? 

Mr. Hazevrirne. Yes, very definitely. 

Mr. Coir. Yes. I would agree with that, too, Mr. Chairman. 
HOUSING AND HOME FINANCE AGENCY, OFFICE OF THE 
ADMINISTRATOR 
OFFICE OF THE ADMINISTRATOR, PuBLIc Facttity Loans 
(Estimate, $475,000; proposed by committee, $318,000; in act, $318,000) 
(House hearings, pt. 2, pp. 1095 ff.) 

Page 38, line 12, strike out the figure “$318,000° and insert in lieu thereof 


“$475,000,” the estimate, an increase of $157,000 above the amount allowed by 
the House committee. 
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HUUSE REPORT 
(Vertinent excerpts, H. Rept. No. 1847, p. 12) 


“Administrative expenses, public facility loans.—The bill contains a limita 
tion of $318,000 on funds for administrative expenses in this program in 1957, 
which.is a reduction of $157,000 in the budget estimate and an increase of 
$158,500 in the amount available in 1956. A Treasury borrowing authorization 
of $100 million was authorized in the Housing Amendments of 1955 to finance 
loans to States and municipalities for essential public works or facilities where 
applicants are unable to obtain funds from other sources at reasonable rates 
The bill also contains the budget language to return to the Treasury $1,560,045 
of unused appropriations from an earlier program.” 


JUSTIFICATION 


Title II of the Housing Amendments of 1955 authorized the Housing and Home 
I‘inanee Administrator, acting through the Community Facilities Administra 
tion, to purchase the securities and obligations of, or make loans to, State and 
local public agencies to finance specific public facilities projects under State on 
municipal law. No such purchase or loan may be made for payment of ordinary 
governmental or nonproject operating expenses. 

The act also provides that financial assistance May not be extended unless 
credit is not otherwise available on reasonable terms, and unless the loan or 
purchase is of such sound value or so secured as reasonably to assure retirement 
or repayment. The loan term may not exceed 40 years. The act further pro- 
vides that, in the processing of applications for financial assistance, priority 
shall be given to smaller municipalities for assistance in the construction of 
basic public works for which there is an urgent and vital public need. 

The public facility loan program under title II of the housing amendments 
of 1955 replaces an earlier, similar program conducted under the authority of 
the RFC Liquidation Act. as amended, and a language proviso approved by the 
House would rescind the unused appropriations in that account. The title II 
program is financed through a revolving fund based upon Treasury borrowings 
which may not exceed $100 million outstanding at any one time. 

The title II program has been relatively slow in getting underway. Severely 
restrictive criteria and conditions that governed the earlier program were 
removed upon the enactment of title II and local interest in the program has 
expanded rapidly. 

Since last fall, there have been more than 500 inquiries pertaining to the 
financial assistance available. Reports from Agency field offices show that 
almost 300 communities have received preliminary application forms, and more 
than 50 applications are in the various stages of processing within the Agency. 
While only 6 loans amounting to some $400,000 have been approved to date, the 
sum of applications in hand exceeds $10 million. 

The budget and work program upon which the administrative expense esti- 
mate is based assumes the approval of $7.5 million in loans during the current 
year and an additional $25 million during fiscal 1957. 


Administrative erpenses 

The authorization for administrative expenses was reduced by the House by 
approximately one-third—from the $475,000 requested to $318,000. This reduce 
tion would seriously impair effective development and administration of the 
public facility loan program. The lower amount would not permit recruitment 
and maintenance of staff at the level necessary to assist local public agencies 
in the development of applications and to permit prompt processing of such 
applications by the Agency. 

The housing amendments of 1955 envisaged participation in this program by 
communities unable to procure financial assistance through conventinal com- 
mercial channels, but the statute at the same time imposed the restriction that 
no loan should be made unless there was a predetermination that the loan is 
of such sound value or so secured as reasonably te assure retirement or repay- 
ment. These criteria admittedly make it difficult for applicants to qualify. 

The development of applications to fit these standards requires professional 
skills in the engineering and financial fields. Communities of 10,000 or less. 
where the need is greatest, do not always have the needed competence to analyze 
their financial capabilities and they are prone to overestimate their actual 





9* INDEPENDENT OFFICES APPROPRIATIONS, 1957 
requirements. The technical assistance provided during the inquiry and appli- 
cation process generally results in the development of local project plans based 
upon realistic determinations of need and ability to finance. 

Through the technical and professional assistance of Agency field personnel, 
two communities, after development and approval of their applications, have 
received financial assistance through private sources, thus accomplishing the 
ends of the legislation withcut expenditure of Federal funds. It is anticipated 
that with adequate technical and professional aid a considerable number of 
communities will be able to secure independent financing. 

The net effect of the House action would, therefore, sharply reduce assistance 
to small communities in preparing their plans and presentations and thereby 
reduce the possibilities of communities receiving financial assistance from either 
the Federal Government or private banking sources. Restoration of the budget 
estimate would permit employment of staff at the level necessary to permit the 
provision of technical assistance to local public agencies and the maintenance 
of application processing capacity. 


PUBLIC FACILITY LOANS 


The next item concerns administrative expenses for the public facil- 
ity loan program authorized by title II of the Housing Amendments 
of 1955. Under this authority, the Administrator, acting through the 
Community Facilities Administration, makes loans to State and local 
public agencies to finance specific public facilities projects. 

The House bill provides $318,000 for administrative expenses of the 
public facility loan program as compared with $475,000 requested in 
the budget—a reduction of one-third. If the program develops in the 
anticipated volume, it would not be possible to employ and retain an 
adequate staff under the limitation imposed by the House. If we are 
to do this job and at the same time protect the interests of the Govern- 
ment, the full amount of the budget estimate should be restored. 

I will be frank to state, Mr. Chairman, that the program has been 
somewhat slow in getting under way, but the evidence now points to 
an acceleration of applications and approvals in the months ahead. 
Already more than 800 small communities—and I should emphasize 
that the statute provides preferential consideration for small com- 
munities—have inquired pertaining to the financial assistance avail- 
able. 

It has been our experience that these communities require a greater 
degree of technical assistance during the inquiry and application 
process. ‘This is especially true in view of the legislative mandate that 
the Agency may not extend financial assistance unless credit is not 
otherwise available on reasonable terms and unless the loan is of such 
sound value as reasonably to assure repayment. 

Here is an interesting fact about this program: Most of the full 
applications received by March 31, 1956, covered projects for commu- 
nities of less than 1,000 population, with a range of from 200 to 866 
inhabitants. It is anticipated that as this program develops, a sub- 
stantial number of applicants will be successful in obtaining private 
financing, but the nature of the applications received to date indicates 
that such private financing will not materialize until after the devel- 
opment and possible approval of applications by this Agency. In 
other words, the budget program will almost surely show a higher 
ratio of technical and professional assistance, and therefore of admin- 
istrative cost, in relation to loan volume than might normally be 
expected. : 
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Senator Dirksen. This runs the whole gamut, I take it, of facilities? 

Mr. Cote. Yes. Do you mean of all the community facilities, all 
of the public works? 

Senator Dirksen. Yes. 

Mr. Coir. Yes; it does. It is predominantly water and sewer. Mr. 
Hazeltine reminds me that the word “essential” is in the statute. 

Senator Dirksen. So that it has to be an essential facility? 

Mr. Cote. Yes, sir. 


INTEREST RATE 


Senator Macnuson. What is the interest rate on these loans? 

Mr. Hazextine. The interest rate is based on a sliding formula 
which is tied to an average between long term Government rates and 
municipal votes throughout the United States. To that we have 
added an arbitrary figure to arrive at 3.75 percent for a 30-year gen- 
eral obligation bond. 

Senator Maenuson. It is not a revenue bond ? 

Mr. Hazextine. For a revenue bond we add one-half of 1 percent, 
which is about standard in municipal financing. So that gives us 
at present 4.25 for a revenue and 3.75 for the general obligation. If 
they elect to take a shorter period of payoff time, and we advise them 
that they can and thus save interest, we will reduce this by one-eighth 
of 1 percent for every 5 years. 


PROGRAM WORKLOAD 


Senator Dirksen. What is the load of this program? You said it 
was slow in starting. 

Senator Maenuson. They say they have 500 inquiries; 300 com- 
munities have received preliminary applications; and 50 applications 
are now in various stages of processing. 

They say— 

While only 6 loans amounting to some 400,000 have been approved to date, 
the sum of applications in hand exceeds $10 million. 

What you are contending there, I would say, probably, is that you 
are going to grant a great number of these in the coming fiscal year? 

Mr. Hazeurrxr. We expect to. The reason that they are slow is 
that we are dealing with these very small communities—communities 
that have never had any experience in debt financing, and we actually 
have to do almost all of their groundwork for them. After they 
have sent in an application, it is almost invariably the case that we 
have to send our financing people and engineers back to the town 
to assist in working out the application before we can start on it. 

Senator Dirksen. It is the old story actually of a small community 
having some difficulty getting the necessary credit for a market for 
its paper if it wants to install a little light plant or do something to 
establish a water facility and it needs this implementation in order 
to get it done. 

Mr. Core. That is true and implied in Mr. Hazeltine’s statement is 
the fact that the project should be sound, and that means then that 
all of this engineering and professional technical work must be 
accomplished in order to make it a sound loan. 

Senator Macnuson. And it must be needed and essential ? 


76535—56——-15 
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Mr. Coxe. Yes. 

Mr. Frantz. I was going to point out, Senator Magnuson, that 
since we sent up the statement from which you read the $10 million 
figure, that has gone up to nearly $15 million so that this work is 
coming in. 

Senator Dirksen. Now, Mr. Cole, you had $45,000 on that RFC 
liquidation matter in 1956, and no request in 1957. Are you fairly 
detached from that now ¢ 

Mr. Frantz. That, Senator, if I may explain it, is the old public 
facility loan program under the RF Liquidation Act, which this 
present program that we have just been discussing displaces. It 
makes the old program obsolete. Actually, the new legislation did 
not repeal the old law, but it said that after the effective date of the 
new authority no loan commitments should be made under the previous 
authority. 

What we have suggested, therefore, is language which would wipe 
out > old revolving fund and thus simplify the bookkeeping both 
for us and the Treasury, and permit us to proceed entirely under the 
new have. 

Senator Dirksen. RFC probably still holds some of that paper; 
does it? 

Mr. Franrz. That is true. Yes, sir. We did not take over from 
RFC the loans that they had made. 

Senator Dirksen. That is right. 

Mr. Franrz. We took over only the authorization in the RFC Liqui- 
dation Act for a new program. 

Senator Dirksen. Do you know how much they have in their port- 
folio that they are trying to liquidate presently ? 

Mr. Frantz. I do not know what it is now, Senator Dirksen. My 
recollection is that it was somewhere in the order of $50 million to 
$75 million at that time which went to the Treasury Department for 
liquidation. 

Senator Dirksen. They will make a statement on it. 

Mr. Franrz. I presume so; ves, sir. 

Senator Dirksen. Now, then. Mr. Cole. your next item is the 
revolving fund. 

Mr. Corr. This is the revolving fund which we were discussing, 
but the statement contains some items which I should read. 


HOUSING AND HOME FINANCE AGENCY 

OFFICE OF THE ADMINISTRATOR, REVOLVING FUND (LIQUIDATING PROGRAMS) 

(Estimate, $2,310,000 ; proposed by committee, $2 million ; in act, $2 million) 

(Estimate, $8,400,000; proposed by committee, $7,900,000; in act, $7,900,000) 

(House hearings, pt. 2, pp. 1168 ff.) 

(1) Page 39, line 9, strike out the figure “$2,000,000” and insert in lieu thereof 
“$2,310,000,” the estimate, an increase of $310,000 above the amount allowed by 
the House committee. 

(2) Page 39, line 25, strike out the figure “$7,900,000” and insert in lieu thereof 


“$8,400,000,” the estimate, an increase of $500,000 above the amount allowed by 
the House committee. 
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HOUSE REPORT 
(Pertinent excerpts, H. Rept. 1847, p. 12) 


“Office of the Administrator, revolving fund (liquidating programs) .—tThe bill 
contains a limitation of $2 million on funds which may be used for administrative 
expenses of liquidating programs. The amount approved by the committee is 
$600,000 less than the amount required in 1956 and $310,000 less than the budget 
estimate. Of the total limitation, $1,850,000 is for liquidating emergency housing 
programs presently being operated by the Public Housing Commissioner under a 
delegation of authority from the Housing and Home Finance Administrator, and 
$150,000 is for other liquidating programs assigned for liquidation to the Com 
munity Facilities Administration.” 


JUSTIFICATION 
Introduction 


As indicated in the House report, the limitation of $2 million for administrative 
expenses consists mainly of $1,850,000 for the liquidating emergency housing pro 
grams administered by the Commissioner of the Public Housing Administratio 
under delegation of authority from the Administrator, Housing and Home Finance 
Agency. The remaining $150,000 is for other liquidating programs assigned for 
liquidation to the Community Facilities Administration by the Administrator, 
Housing and Home Finance Agency. 

The limitation of $7,900,000 relates exclusively to operating expenses of war 
and emergency housing projects not yet disposed of. These projects are being 
operated directly by the Public Housing Administration. 

The following table presents a breakdown, by function and by program, of the 
nonadministrative expense limitation for fiscal years 1955, 1956, and 1957. 


I, Erpensces 


stimate 


Direct project management expenses 
Publie war housing.- -_-_- : ea Fees $13, 07 ‘ 7, 936, 100 $5, 823, 800 
Defense housing. __._--- . - , 225 2, 297, 600 2, 321, 600 
Veterans’ reuse housing om >it 372, 313, 800 252, 300 
Rented projects, project property -- 15. 627 2 500 2’ 300 


Total direct project management expenses 5 , 48 10. 550. 000 8 400, 000 
Disposition expenses: 
Public war housing_-_-_- ; 2, 772, 17 146, 000 
Veterans’ reuse housing . ae ) 54. 000 


Total disposition expenses , 2, 784, 97 200, 000 


Total nonadministrative expenses_- as 18, 426, 454 ), 750, 000 


1 Direct disposition expenses are excluded fromthe limitation in 1956 and 1957; the $200,000 shown for 1956 
represents indirect disposition expenses. 


The following table shows a 3-year comparison of the number of liquidating 
emergency housing units operated by the Public Housing Administration. 'The 
limitation on operating expenses during fiscal year 1957 applies only to the 
directly operated units. However, to show the total liquidating emergency 
housing workload, data also are presented on the number of housing units leased 
by the Administration. 
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II. Workload 


Number of units at year end— 


1955 actual | 1956 estimate | 1957 estimate 


Federally operated projects, for which operating expenses are 
includ>d under the limitation: 
I a el 
Defense housing 
Veterans’ reuse housing 


Total federally operated projects-_- 


Leased projects: 
Public war housing 
Defense housing 
Veterans’ reuse housing 


Total leased projects 
Total federally operated and leased projects 


Total dwelling units in liquidating programs* 


Public war housing 

Defense housing 

Veterans’ reuse housing 

Subsistence homesteads and greentowns 
Other ..... 


Total all programs 992, 141 

+ As of Feb. 29, 1956. 

(1) Administrative erpenses—Liquidating emergency housing program 

The Congress has repeatedly directed the Public Housing Administration to 
speed up the liquidation of war housing projects and to wind up the program 
as rapidly as possible. The Public Housing Administration has endeavored to 
comply with these directives. For example, the budget submission for 1956 
included an estimate that 76,574 units would be disposed of during fiscal 1955. 
The more recent budget submission for 1957 shows that 87,883 units actually 
were disposed of during fiscal 1955. 

Unit figures alone do not convey the degree of accomplishment. Units re- 
maining to be disposed of increasingly are those which present difficult disposi- 
tion problems. Moreover, a majority of housing units scheduled for disposition 
during fiscal 1957 are in permanent projects. The disposition workload for 
permanent projects is considerably greater than the workload for temporary 
projects which to date have accounted for the bulk of dispositions. Many 
projects awaiting disposition present complicated problems, inasmuch as only 
the use of the land had originally been obtained by the Government. In the 
ease of the 2,300 parcels of such use land estimated to be on hand on June 30, 
1956, it will be necessary to negotiate individual settlements with landowners. 
In addition, there will remain on June 30, 1956, some 7,200 acres of owned land 
to be disposed of, together with 265 nondwelling structures still standing on the 
properties. 

In the disposition of the complicated situations remaining in the inventory, 
the retention of a staff of trained personnel is essential if these properties are 
to be disposed of on terms favorable to the Government. Administrative ex- 
penses for project management and disposition activities for this program were 
$3,542,508 during fiscal year 1955; these expenses have been reduced to approxi- 
mately $2,498,000 for 1956, and the Public Housing Administration proposed 
a limitation of $2,100,000 for 1957. The allowance of $1,850,000 contained in 
H. R. 9789 is a reduction of $250,000 below the amount which the Administration 
considers prudent. 

The Public Housing Administration rapidly has been reducing personnel em- 
ployed on this program. As a result of reduced fund limitations, approximately 
150 employees were removed from this program during the current fiscal year. 
The estimate of $2,100,000 for the Public Housing Administration contemplates 
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additional reductions during fiscal year 1957. However, the further reduction 
of $250,000 in the administrative expense fund would force drastic reductions at 
the beginning of the new fiscal year and hamper the program. 

In accordance with expressed wishes of the Congress, the Public Housing 
Administration will try to complete the disposition program in fiscal year 105s. 
To curtail skilled personnel unduly at this stage of disposition activity would 
seriously handicap the Public Housing Administration in its efforts to wind up 
the program. Therefore, it is requested that the amount of the limitation for 
administrative expenses for the Public Housing Administration be restored to 

2,100,000. 

Liquidating program administered by CFA.—There are six Agency programs 
which have been assigned to the Community Facilities Administration for liqui- 
dation. These are: 

. Alaska housing loans 
. Prefabricated housing loans 
3. War public works 
4. Defense community facilities 
5. First advance planning program 
6. Second advance planning program 

The liquidation of these six activities has been proceeding at a very satis- 
factory pace. The assets of the revolving fund applicable to these programs will 
have declined from $109.6 million at the beginning of fiscal 1954 to an estimated 
$44.7 million by the end of the budget year. During this period some $42 million 
will have been paid to the Treasury to retire borrowings and to reduce net 
appropriations provided during the active period of program operations. 

The reduction by the House in the expense estimate—from $210,000 to $150,- 
000—would require a sharper reduction in staff than is reasonable if the ability 
of the agency to secure maximum recoveries and repayments of outstanding 
obligations is to be maintained. 

As an example, the budget estimate for the current year indicates estimated 
recoveries and repayments for the first and second advance planning programs 
in the amount of $2 million. The efforts of the field staff during the first 8 
months of the fiscal year indicates that total recoveries will approximate $2.5 
million—an increase of $500,000 or 25 percent more than the estimate. The 
expenditure of the relatively small additional administrative expense amount 
requested herein should produce more than the equivalent amount in recoveries, 


(2) Nonadministrative expenses 

The budget estimate of $8,400,000 for the nonadministrative expense limita- 
tion represents solely the amount of direct project operating and management 
expenses likely to be incurred during fiscal 1957. In preparing this estimate, 
the Public Housing Administration relies upon budget estimates which are re- 
quired to be submitted by all projects still in management. Hence, the total of 
$8,400,000 is derived from a consolidation of individual budget submissions. 

This total is down considerably from the $10,550,000 estimate of direct project 
management expenses for fiscal 1956 and the actual amount of $15,641,480 for 
fiscal 1955. These declines reflect the progress that has been made in disposing 
of directly operated units, thereby reducing the number remaining in manage- 
ment. The nonadministrative expense limitation applies to the operating ex- 
penses for these directly operated projects. 

It is requested that the amount of the limitation for nonadministrative ex- 
penses (the fund for operating expenses of directly operated projects) be 1 
stored to $8,400,000. 

Legislation has been proposed to the Congress which, if approved, will affect 
Public Housing Administration’s requirement for nonadministrative expense 
funds. Under the provision of proposed legislation, “Housing Amendments of 
1956” (H. R. 9537 and S. 3302), specified properties constructed under the defense 
housing program would be transferred to the Department of Defense on July 1, 
1956. Should this legislation be enacted, the removal of defense housing proj- 
ects from the liquidating emergency housing program would reduce the amount 
of direct project management expenses during fiscal 1957. 

In the event the proposed legislation is approved, the Public Housing Adminis- 
tration will not request apportionment by the Bureau of the Budget of funds 
earmarked for the operation of projects to be transferred to the Department of 


Defense. 
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ADMINISTRATIVE EXPENSES, REVOLVING FuND (LIQUIDATING PROGRAMS), OFFICE 
OF THE ADMINISTRATOR, HOUSING AND Home FINANCE AGENCY 


Schedule of activities 


| 1957 estimate 
compared 
with 1956 
estimate 


Bill compared 
with 1957 
estimate 


estimate estimate House bill 


Budget | Budget 
1956 } 1957 


(1 (: (3 (5) (6) 


AVAILABLE FOR OBLIGATION 


tior $2, 788, 000 | $2,310 $2, 000, 000 —$478, 000 | —$310, 000 


ANALYSIS BY ACTIVITY 


1. Office of the Administrator 290, 000 210, 000 alo a —80, 000 
Public Housing Administration: 

Development ; 11, 000 5 nea z —11, 000 

h) Management 1, 233, 000 860, 000 : — 373, 000 

Disposition ‘ = - 1, 254, 000 1, 240, 000 - — 14, 000 


2, 788, 000 2,310, 000 2, 000, 000 —478, 000 —310, 000 


' 


‘amounts presented in the supplemental requests contained in H. Doc. 330. 


Standard classification schedule 


1057 estim: , 

Budget Budget l¥o. estimate 

estimate estin House bill 
1956 | 1957 


Bill compared 
compa ed anaes 
with 1956 with 1006 
estim te estimate 


F 


Authorization. . ; : $2, 788,000 | $2, 000 | $2, 000, 000 $478, —$310, 000 


ANALYSIS BYS 


01 Personal serv : 2, 262, 000 _ 895, 000 
02 rave 9 », 200) 59, OOO 
O38 I portat nm ¢ ir s +, 000 2, 00 
04 oO inications services 57, 700 ¢, 200 
05 i t 4 id ut LILY it 4 , WVU ] , 700 
rod 3, 200 

07 r contractual servis 24. 21, 200 
, 000 

00 

5, OO0 

» A iu 


, 300 


), 000 2, 000, 000 78, —310, 000 
he amounts presented in supplemental requests contained in H. Doc. 330, 


I EDERAL NATIONAL MORTGAGE ASSOCIATION 


(Estimate, $4,000,000 ; proposed by committee, $5,700,000; in act $3,700,000) 
(House hearings, pt. 2, pp. 1218-1251) 


Page 40, line 4, strike out “$3,700,000” and insert in lieu thereof $4,000,000", 
the amount of the estimate, an increase of $300,000 above the amount allowed 
by the House committee. 

HOUSE REPORT 


(Pertinent excerpts, H. Rept. 1847, p. 13) 
“Federal National Mortgage Association.—The committee recommends a limi- 


tation of $3,700,000 for administrative expenses of the Association, which is 
$250,000 less than the limitation in 1956 and $300,000 less than the budget 
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tot ed 


estimate. The expenses the Association actually will use in 1956 are estimated 
at & 5,000 and amount of the limitation recommended in the bill will allow 
for $175,000 additional in fiscal year 1957.” 


JUSTIFICATION 


Administrative expenses 


The House bill reduces the amount of funds requested for administrative 
expense by $300,000 from an estimated $4 million. This action wil! provide an 
increase of only 5 percent over estimated requirements for fiscal year 1956, 
whereas the workload for fiscal year 1957 is estimated to show increases in all 
of the Association’s basic activities ranging from 39.96 to 382.22 percent over 
that of fiscal year. 1956. Restoration of the full amount of the original request 
would permit an increase in authorization of only 13.5 percent over 1956 require- 
ments with which to finance that increased workload. 

The following table sets out the increase in each category of workload; also 
shows a comparison of administrative expense estimates. 


1956 fiscal 957 fiscal 


Increase 
year , 


increase 


Mortgage activity: 
Number of mortgage purchases | 9, 700 | 54,145 | 24, 445 
Number of mortgage sales : | 5, 62: 27, 125 21, 500 | 
A verage number of mortgages to be serviced | 
per month . ' 365, 87 368, 75 11, 888 
Administrative expenses: 
FNMA estimates- , $3, 525, 000 $4, 000, 000 $475, 000 
Provided by H. R. 9739- * $3 525, 000 $3, 700, 000 $175, 000 


| Percent of 
| 
; 


1 Annual rate. 


The reduction in fund authorization for administrative expenses could prove 
detrimental to sound administration of the FNMA programs—not only to the 
newer programs, but to the orderly liquidation of I NMA’s original portfolio. 

FNMA’s secondary market operations are now showing a greater acceptance 
by program participants, in line with the estimates contained in the budget. 
On the basis of present trends, it is not unlikely that the estimates of activity 
in tiscal 1957 will be exceeded. 

The program under FNMA’s special assistance functions has been slow in 
getting started and only a modest level of activity is contemplated for fiscal 
vears 1956 and 1957. Any reduction in funds for administrative expenses could 
jeopardize the success of the coordinated program of urban renewal which, it 
is estimated, must rely heavily upon FNMA special assistance during fiscal years 
1956 and 1957. An important part of the special assistance program involves 
the use of 20-percent participations in mortgages, whereby assistance is extended 
to specific mortgages, but the initial expenditure by FNMA of Government 
funds for mortgage purchase is held to a minimum level. Inasmuch as the 
20-percent participation is unfamiliar to many mortgage-lending institutions, a 
broad and comprehensive educational campaign is needed. Failing such, it is 
not unlikely that a large proportion of originating mortgagees will prefer to deal 
with FNMA on the familiar 100-percent basis, increasing Government expendi- 
tures by five times in connection with those mortgages, and necessitating a re- 
quest for an increase in the present limitation on commitments and purchases 
to accomplish the budget program. Accordingly, the reduction in the authoriza- 
tion for expenditure of funds for administrative purposes may act to incresse 
total budget expenditures. 

The liquidation of the original FNMA portfolio in an orderly manner, with a 
minimum of adverse effect upon the home mortgage market and with a minimum 
of loss to the Federal Government is a congressional mandate which can only be 
ussured if sufficient funds for administrative expenses are available. 

The FNMA Charter Act prescribes for the Association some very definite 
principles, criteria, and standards which must be observed in any programs that 
have been or may be adopted as a means of effectuating the statutory defined 
purposes and objectives of the Association. The budgetary estimates for fiscal 
year 1957 represent the minimum requirements necessary to carry out the con- 
cressional mandate, including the related procedures and activities incidental 
thereto. Any lesser amounts must of necessity result in a substantial reduction 





230 INDEPENDENT OFFICES APPROPRIATIONS, 1957 


in the scope and character of the service that is performed by the Association in 
relation to its responsibilities. In view of the described circumstance, it is essen- 
tial that the Association’s original estimates, as stated in the President’s budget 
message, be approved. 

In keeping with FNMA’s policy, the original estimates totaling $4 million 
were held to the minimum feasible and consonant with good administration. It 
is FNMA’s constant policy to adjust staffing and expenses to current workload 
und to hold actual administrative expenses to the lowest possible level within 
the limitations enacted by Congress. The effects of this policy in years when the 
workload forecast in the budget program does not materialize is recognized in 
the House committee’s report which points out that FNMA will not utilize 
$250,000 of the present authorization. This result is only possible because of 
continuous review of operating policies and procedures by supervising officials. 


REVOLVING FUND (LIQUIDATING PROGRAMS) 


The amendments we are proposing for the revolving fund (liqui- 
dating programs) cover both administrative and nonadministrative 
expense authorizations for the several liquidating activities of the 
Agency. You may recall that the war and emergency housing pro- 
grams are being liquidated under the jurisdiction of the Public Hous- 
ing Commissioner, while several miscellaneous Agency programs and 
activities have been assigned for liquidation to the Community Facili- 
ties Administration. 

The budget request for administrative expenses was $2,310,000; this 
amount was reduced to $2 million by the action of the House. Accord- 
ing to the committee report, $250,000 of the reduction is applicable to 
PHA liquidating programs and $60,000 to CFA programs. Propor- 
tionately, these represent substantial reductions—12 percent for PHA 
and almost 30 percent for CFA. 

We are requesting restoration of both items to the amount of the 
budget estimate to assure continued progress of liquidation. The re- 
maining assets of these various liquidating programs amount to some 
$600 million. The easiest problems of liquidation have been met and 
the remaining assets present increasingly difficult disposition prob- 
lems that require close attention by experienced personnel. I would 
suggest that the expenditure of the additional funds requested would 
be far more than offset by the additional cash recoveries to be realized. 
For example, the budget estimate for the current year indicates that 
the Community Facilities Administration will receive repayments and 
make recoveries from the first and second advance planning program 
obligations in the amount of $2 million. The efforts of our field staff 
to date indicate that total recoveries will reach or exceed $2.5 million— 
an increase of $500,000 or 25 percent above the estimate. The receipts 
involved in management and sale of war and emergency housing are, 
of course, much greater still. 

The budget estimate for nonadministrative expenses is $8.4 million. 
This represents the amount of direct project operating and manage- 
ment expenses to be incurred during the fiscal year 1937. The House 


reduced the budget estimate to $7.9 million—a reduction of $500,000. 
The amendment before the committee requests restoration of this sum. 
Senator Drrxsen. We have discussed that reasonably well. 
Senator Magnuson. Your liquidation has proceeded fairly reason- 
ably. You declined from $109 million in fiscal 1954 to an estimate 
of $44.7 million at the end of this budget year. 
Mr. Cotz. That is true. 





INDEPENDENT OFFICES APPROPRIATIONS, 1957 231 


Senator Magnuson. You paid $42 million into the Treasury. 

Mr. Corr. That is on that one program. Also may I add that I am 
quite impressed with the record of the Public Housing Administra- 
tion in the liquidation of the Lanham Act world war housing. They 
are doing an execllent job, in my opinion. 

The last item upon which there is an appeal is the Federal National 
Mortgage Association. 


HOUSING AND HOME FINANCE AGENCY 
FEDERAL NATIONAL MORTGAGE ASSOCIATION 
(Estimate, $4,000,000; proposed by committee, $3,700,000; in act, $3,700,000) 
(House hearings, pt. 2, pp. 1218-1251) 


Page 40, line 4, strike out “$3,700,000” and insert in lieu thereof “$4,000,000, 
the amount of the estimate, an increase of $200,000 above the amount allowed 
by the House committee. 

HOUSE REPOR' 


(Pertinent excerpts, H. Rept. No. 1847, p. 13) 


“Federal National Mortgage Association.—The committee recommends a limi- 
tution of $3,700,000 for administrative expenses of the Association, which is 
$250,000 less than the limitation in 1956 and $300,000 less than the budget esti- 
mate. The expenses the Association actually will use in 1956 are estimated at 
$3,525,000 and amount of the limitation recommended in the bill will allow 
for $175,000 additional in fiscal year 1957.” 


JUSTIFICATION 
Administrative erpenses 

The House bill reduces the amount of funds requested for administrative ex 
pense by $300,000 from an estimated $4 million. This action will provide an in- 
crease of only 5 percent over estimated requirements for fiscal year 1956, whereas 
the workload for fiscal year 1957 is estimated to show increases in all of the Asso- 
ciation’s basic activities ranging from 39.96 percent to 382.22 percent over that of 
fiscal year 1956. Restoration of the full amount of the original request would 
permit an increase in authorization of only 13.5 percent over 1956 require- 
ments with which to finance that increased workload. 

The following table sets out the increase in each category of workload; also 
shows a comparison of administrative expense estimates. 


1956 fiscal | 1957 fiscal | Foreens of 
year year Increase increase 


| 
Mort tguge ¢ activity: 
Number of mortgage purchases 


. | 
Number of mortgage sales _- | 
| 
| 


| 
24, 445 | 
5 | 21, 500 
Average number of eee to be serviced per oa) es 


356, 870 11, 888 | 


Administrative expenses: | 
FNMA estimates hore ’ : | $3, 525, 000 | $4. 000, 000 $475, 000 | 
Provided by H. R. 9739 nindehbdet eat | $3, 525,000 | $3, 700, 000 $175, 000 


1 Annual rate. 


The reduction in fund authorization for administrative expenses could prove 
detrimental to sound administration of the FNMA programs, not only to the 
newer programs, but to the orderly liquidation of FNMA’s original portfolio. 

FNMA’s secondary market operations are now showing a greater acceptance 
by program participants, in line with the estimates contained in the budget. 
On the basis of present trends, it is not unlikely that the estimates of activity 
in fiscal 1957 will be exceeded. 

The program under FNMA’s special assistance functions has been slow in 
getting started and only a modest level of activity is contemplated for fiscal 
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years 1956 and 1957. Any reduction in funds for administrative expenses could 
jeopardize the success of the coordinated program of urban renewal which, 
it is estimated, must rely heavily upon FNMA special assistance during fiscal 
years 1956 and 1957. An important part of the special assistance program 
involves the use of 20 percent participations in mortgages, whereby assistance 
is extended to specific mortgages, but the initial expenditure by FNMA of Gov- 
ernment funds for mortgage purchase is held to a minimum level. Inasmuch 
as the 20 percent participation is unfamiliar to many mortgage-lending insti- 
tutions, a broad and comprehensive educational campaign is needed. Failing 
such, it is not unlikely that a large proportion of originating mortgagees will 
prefer to deal with FNMA on the familiar 100 percent basis, increasing Gov- 
ernment expenditures by five times in connection with those mortgages, and 
necessitating a request for an increase in the present limitation on commitments 
and purchases to accomplish the budget program. Accordingly, the reduction 
in the authorization for expenditure of funds for administrative purposes may 
act to increase total budget expenditures. 

The liquidation of the originai FNMA portfolio in an orderly manner, with 
a minimum of adverse effect upon the home mortgage market and with a mini- 
mum of loss to the Federal Government is a congressional mandate which can 
only be assured if sufficient funds for the administrative expenses are available. 

‘he FNMA Charter Act prescribes for the Association some very definite 
principles, criteria, and standards which must be observed in any programs 
that have been or may be adopted as a means of effectuating the statutory de- 
fined purposes and objectives of the Association. The budgetary estimates for 
fiscal year 1957 represent the minimum requirements necessary to carry out 
the congressional mandate, including the related procedures and activities in- 
cidental thereto. Any lesser amounts must of necessity result in a substantial 
reduction in the scope and character of the service that is performed by the 
Association in relation to its responsibilities. In view of the described circum- 
tance, it is essential that the Association’s original estimates, as stated in the 
President’s budget message, be approved. 

In keeping with FNMA’s policy, the original estimates totaling 4 million 
were held to the minimum feasible and consonant with good administration. 
It is FNMA’s constant policy to adjust staffing and expenses to current work- 
load and to hold actual administrative expenses tu the lowest possible level 
within the limitations enacted by Congress. The effects of this policy in years 
when the workload forecast in the budget program dves not materialize is rec- 
ognized in the House committee’s report which points out that FNMA will not 
utilize $250,000 of the present authorization. This result is only possible because 
of continuous review of operating policies and procedures by supervising 
officials. 

FEDERAL NATIONAL MORTGAGE ASSOCIATION 


The budget requests an administrative expense authorization of 
$4 million for the Federal National Mortgage Association. The 
House reduced this figure by $300,0U0, approving an authorization of 
$3,700, 000. 

While it is true, as the House report points out, that the amount in 
the House bill is slightly more than the estimated expenses for the 
current year, it should be pointed out that next year’s budget antici- 
pates a Cane increase in workload. This is especially true 
because by next year FNMA should begin to receive workload in 
volume in mania with the programs for which special FNMA 
assistance has been provided by the Congress, or the President acting 
in accordance with the new charter act. As you know, these include 
not only housing in urban renewal areas but also cooperative housing 
under the liberalized section 213 and military housing under the re- 
vised title VITT of the National Housing Act. ‘We recognize, of course, 
that it is difficult to project in advance the exact volume of mort- 
gages that will be offered to or bought from FNMA in connection 
with its secondary market activities; the extent of the demand for 
special assistance; and the volume of sales that may be made from the 
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liquidating portfolio. Necessarily, the budget figures on these ele- 
ments are estimates. Nevertheless, I recommend that the full amount 
of the administrative budget be approved, so that these transactions, 
if they develop in accordance with the budget projections, can be 
handled promptly and adequately. 

Senator Dmxksen. That is just a limitation ? 

Mr. Coe. Yes. 

MILITARY HOUSING 


Senator Magnuson. For information, how do you phase into mili- 
tary housing with this? 

Mr. Cote. With FNMA ? 

Senator Magnuson. Yes. 

Mr. Coie. We have a program of FHA insurance and in some cases 
purchase of the mortgages when presented to the Federal National 
Mortgage Association under the Wherry authority and also under the 
new military title. 

Senator Magnuson. I am just asking for information. Suppose 

some units are built under the Wherry Act at a given place, Do you 
go in then and assume that obligation ? 

Mr. Corr. We can. 

Senator Magnuson. You can on application ? 

Mr. Coir. Yes. 

Senator Magnuson. Does the military make the application, or 
who makes the application ? 

Mr. Corr. Well, so far as the Federal ‘* itional Mortgage Associa- 


tion is concerned, the application is made by the lender. 


STATEMENT OF J. STANLEY BAUGHMAN, PRESIDENT, FEDERAL NATIONAL 
MORTGAGE ASSOCIATION 


Mr. Bavucuman. That is true. All the Federal National Mortgage 
Association does is furnish financing. To begin a project, of course, 
they must have a commitment to get interim financing. 

Senator Magnuson. Suppose the military decides under the 
Wherry Act, using that as an example, to go into a given place and 
build some units. Then the contract is made by the militar y; is that 
correct ¢ 

Mr. Bavcuman. That is correct. 

Senator Magnuson. Then the contractor would come in and make 
application to you for the mortgage ? 

Mr. Bavenman. He first goes to the FHA to get a commitment for 
insurance under a section of the FHA Act. He then comes to us for 
a commitment where we agree to buy the mortgage once the project 
is completed and the mortgage is originated. 

Senator Maenuson. Therefore, your organization phases into mili- 
tary housing upon application? 

Mr. Baverman. That is correct. 

Senator Magnuson. You might not necessarily go into it, but upon 
application you do? 

Mr. Baucuman. Where they need it, yes. If they can get it pri- 
vately, we like them to get it privately. 

Senator Maenuson. Suppose the military builds a project them- 
selves. Do they come to you? 

Mr. Baveuman. No. 
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Senator Maenuson. They do it by direct appropriation ¢ 

Mr. Cote. Yes. 

Senator Macnuson. Is that off reservation or on? 

Mr. Cote. I assume they have authorization to build off. 

Senator Maenuson. In my country off Fort Lewis the military 
themselves have been building projects off the reservation. Would 
they come to you? 

Mr. Baucuman. Not unless they had FHA insurance, no. 

Senator Macnuson. If they put it out to a private company could 
they come to you? 

Mr. Baveuman. We are only permitted to buy FHA mortgages 
under the Wherry Act. 

Senator Magnuson. I did not know how that worked because some- 
times right alongside of each other you will find some private and 
some military units off the reservation. I can understand when it is 
on the reservation. 

PREPARED STATEMENT 


Mr. Cote. May I insert in the record the statement by Mr. Baugh- 
man, president of the Federal National Mortgage Association ? 

Senator Dirksen. Without objection, you may. 

(The statement referred to follows :) 


STATEMENT OF J. S. BAUGHMAN, PRESIDENT, FEDERAL NATIONAL MorTGAGE ASSOCT- 
ATION, BEFORE THE INDEPENDENT OFFICES SUBCOMMITTEE OF THE SENATE, APRIL. 
26, 1956 


I appreciate having this opportunity to discuss the Federal National Mortgage 
Association’s budget estimates for fiscal year 1957 and the reasons which I 
believe justify restoration of the $300,000 by which those estimates were reduced 
in the House. 

The original request in the President’s budget for administrative expense 
authorization for FNMA was $4 million. This represented an increase of only 
$50,000 over the amount that is available for fiscal year 1956 and $435,000 more 
than is currently estimated to be expended during the year. 

The House Committee on Appropriations recommended that the Association's 
request be reduced from $4 million to $3,700,000. The reasons assigned for this 
reduction are stated on page 13 of House Report No. 1847 as follows: 

“The committee recommends a limitation of $3,700,000 for administrative ex- 
penses of the Association, which is $250,000 less than the limitation in 1956 and 
$300,000 less than the budget estimate. The expenses the Association actually 
will use in 1956 are estimated at $3,525,000 and amount of the limitation recom- 
mended in the bill will allow for $175,000 additional in fiscal year 1957.” 

The above quoted statement from the House report regarding estimated FNMA 
expenditures of $3.525,000 for fiscal year 1956 did not give effect to the then 
pending supplement (second supplement, 1956) for travel. The supplemental 
travel estimates increased the total estimated expenditures for fiscal year 1956 
by $40,000 to $3,565,000 and therefore the increase permitted by the House bill 
will amount to only $135,000. 

The budget estimates for fiscal year 1957 are based on known workload cost 
factors ; to these we have applied the workload which is estimated for each of 
FNMA’s three functions. The reduction in fund authorization for administra- 
tive expenses, if allowed to stand, could prove detrimental to sound administra- 
tion of the new FNMA functions and to the orderly liquidation of the original 
portfolio. 

The amount for administrative expenses, approved in the House bill, provides 
for an increase during fiscal year 1957 over fiscal year 1956 of less than 4 percent, 
whereas the comparative workloads for these years show increases ranging from 
39.96 to 382.22 percent. 

The increase in each category of workload and a comparison of administrative 
expense estimates for fiscal years 1956 and 1957 are shown in a separate table 
presented herewith. 

F'NMA’s secondary market operations are continuously showing a wider and 
more general acceptance by the trade and currently the activities are in line with 
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the estimates contained in the budget. However, on the basis of present trends, 
it would appear that we may reasonably expect the actual secondary market 
activities during fiscal year 1957 to be somewhat in excess of our estimates. 
The application of a portion of the budgetary reduction contained in the House 
bill to the secondary market operations and a cutback in these activities would 
seriously affect FNMA’s efforts to provide a degree of liquidity for mortgage 
investments. Such a cutback would also have the effect of delaying the ultimate 
transfer of this function from Government to private operation. 

FNMA’s special assistance functions have been somewhat slow in getting 
started and only a modest level of activity is contemplated during fiscal years 
1956 and 1957. However, any reduction in funds for administrative expenses 
could jeopardize the success of the coordinated program of urban renewal which, 
it is estimated, must rely heavily upon the KNMA special assistance functions 
during fiscal years 1956 and 1957. An important part of the FNMA special 
assistance functions involves the purchase by the Association of 20 percent 
participations in mortgages. In this type of transaction a maximum overall 
volume of financial assistance is made available for housing programs, but the 
initial expenditure by FNMA of Government funds for mortgage purchases is 
held to a minimum level. Inasmuch as the FNMA participation procedure is 
comparatively new and is not familiar to or understood by many mortgage lend 
ing institutions, a broad and comprehensive educational campaign is needed in 
order to overcome this deficiency. 

The liquidation of the original FNMA portfolio in an orderly manner, with a 
minimum of adverse effect upon the home mortgage market and with a minimum 
of loss to the Federal Government is a congressional mandate which can be 
carried out only if sufficient funds for administrative expenses are made available 
for that purpose. 

The FNMA Charter Act prescribes for the Association some very definite prin- 
ciples, criteria and standards which must be observed in any programs that have 
been or may be adopted as a means of effectuating the statutory defined purposes 
and objectives of the Association. The budgetary estimates in the President’s 
budget for fiscal year 1957 represent the minimum requirements necessary to 
carry out the congressional mandate, including the related procedures and activi- 
ties incidental thereto. Any lesser amounts must of necessity result in a sub- 
stantial reduction in the scope and character of the service that is performed by 
the Association in relation to its responsibilities. In view of the described 
circumstance, it is essential that the Association’s original estimates, as stated in 
the President’s budget message, be approved. 

In keeping with FNMA’s policy and practices, the original estimates totaling 
$4 million were held to the minimum feasible amount consonant with good 
administration. It is FNMA’s consistent policy and practice to adjust its staffing 
and expenses to current workloads and to hold actual administrative expenses 
to the lowest possible level within the limitations established by the Congress. 
The effects of this policy during years when the workload forecast in the budget 
program does not materialize is recognized in the House committee’s report 
which points out that FNMA will not utilize all of its current year’s authoriza- 
tion. This result is possible only because of the continuous review of operating 
policies and procedures that is conducted by the Association’s supervisory 
personnel. 

With the aforementioned reasons in mind, I respectfully request that the 
reduction of $300,000 in the FNMA estimates made by the House be restored. 

Thank you. 


Table showing comparison of workload by category and comparison of administrative 
expense estimates for fiscal years 1956 and 1957 


1956 1957 Percent of 
fiscal year | fiscal year Increase increase 


Mortgage activity: 

Number of mortgage purchases 54, 145 24, 445 
Number of mortgage sales -------- 5, 625 | 27, 125 21, 500 
Average number of mortgages to be serv- | 

ieed per month | 356, 870 368, 758 11, 888 

Administrative expense: 
FNMA estimates... $3, 565, 000 | $4, 000, 000 $435, 000 
Provided by H. R. 9739 $3, 565,000 | $3, 700, 000 $135, 000 


? Annual rate. 
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PERCENTAGE OF DEFAULTS ON FHA MORTGAGES 


Senator Macnuson. I wanted to ask a general question, Mr. Chair- 
man. 

At the present time FHA and the mortgage phase of it have been 
going on for some time. Are we running into any defaults / 

Mr. Core. In FHA? 

Senator Magnuson. Yes. 

Mr. Coxe. To answer that with a “Yes” or “No” answer, the an- 
swer is “No.” Of course, there are some, but by percentage it is very 
small. I am going to guess and then I will ask someone who knows 
more about it than I. 

The percentage would be what portion of one percent ? 

Mr. THornron. On our home mortgages we have now about six- 
tenths of 1 percent of the mortgages in default. 

Under the project mortgage operations we usually have had in 
recent months about two and a half percent of the projects in default. 

Senator Magnuson. What percentage do you take for Federal 
housing yourself in the mortgage? Is that one-half of 1 percent? 

Mr. Tuornron. The FHA insurance premium is one half of 1 per- 
cent annually. 

Senator Magnuson. This has always been adequate to take care of 
any of the defaults you have had, is that correct, up to date? 

Mr. Tuornton. Yes. 

Senator Macnuson. To put this in simple language, the Govern- 
ment is not losing money ¢ 

Mr. Corr. Right. 

Senator Magnuson. As a matter of fact, we can answer any critics 
of this program by saying that we have been making money up to date, 
is that correct? 

Mr. Coir. That is correct. 

Senator Dirksen. You are asking for no restortation under FHA ? 

Mr. Cotr. No. 

Senator Dirksen. Is there anything else? 

TECHNICAL AMENDMENT 

Mr. Cotr. We have one technical amendment which will be included 
in the record, if we may, sir. 

Senator Dirksen. Yes. 

(The statement referred to follows :) 


PusLic HovusIng ADMINISTRATION (ADMINISTRATIVE EXPENSE LIMITATION ) 


The final item, Mr. Chairman, is purely a technical amendment made necessary 
by the changes I have already mentioned in connection with the PHA. Title II 
of the bill contains an authorization for administrative expenses of PHA amount- 
ing in total to $11,500,000, made up of $9,700,000 of appropriated funds for the 
low-rent public housing program, and $1,850,000 from receipts for administrative 
eXpenses in connection with war and emergency housing. If the increases we 
have recommended are approved by your committee, this limitation should be 
correspondingly increased to $12,800,000, the amount of the budget estimate. 


RESEARCH IN NEW MATERIALS AND METHODS 


Senator Maenvuson. Out in my country, as you know, Senator Dirk- 
sen, we make a lot of the products that are put in homes. There has 
been a great interest among these people in a request for studies of 
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new materials and methods. What has been done about that? Iam 
thinking about research in new ways to use materials. 

The Forest Research Laboratory has been interested and the home 
builders; and naturally our lumber people and plywood manufac 
turers. 

Did you have an amount in here to continue that research ? 

Mr. Coir. Yes, we do. 

Senator Magnuson. The House cut that out ? 

Mr. Franrz. No, sir. There is $350,000 included in the budget for 
FHA which is intended for that kind of tests. 

Senator Magnuson. Then you work with the Bureau of Standards 
on that, too, do you not ? 

Mr. Franrz. That iscorrect. Yes,sir. This money is largely used 
by contracts through the Forest Products Laboratory, the Bureau of 
Standards, and organizations of that kind. While there were, as 
Mr. Mason said, small cuts made by the House in the overall FHA 
budget, the House did not indicate that they were cutting this activity, 
and we have not assumed that it would be interfered with by the 
House action. 


USE OF FOREIGN PRODUCTS 


Senator Magnuson. Do you approve of the use, in your regulations, 
of foreign products? 

Mr. Cote. Of foreign products? 

Senator Magnuson. Yes. Is there any regulation that you have? 

Mr. Srarr. There is no reference in our minimum construction re- 
quirements as to the source of the raw material, which I presume you 


are talking about. We have minimum requirements but we do not 
deal with any requirements as to foreign materials. 

Mr. Cote. Mr. Chairman, I think, if Mr. Thornton did not get his 
statement in about the mutuality, it should be in the record. 

Senator Magnuson. We will leave the record open for him because 
I thing that this is a simple question that people do not quite under- 
stand. The average person does not understand that, and I think it 
probably ought to be publicized a little more that this program has 
not been, up to date, a burden upon the taxpayer. It has been paid 
for by the so-called user of the program. 

(The statement referred to follows :) 


The Government cannot make money on the largest of FHA’s mortgage 
insurance programs, covering 1- to 4family home mortgages insured under 
section 208, since it is established on a mutual basis so that no profit to the 
Treasury can result. Instead, any part of fee and premium collections and 
investment earnings which exceeds the agency’s needs for operating expenses 
and loss payments is returned to borrowers in the form of participation dividends 
at the time the debt is repaid. Such dividends had aggregated $64.9 million 
by December 31, 1955. 


Senator Dirksen. Thank you, gentlemen. 
We will recess and reconvene to take up the General Services 
Administration at 2 p. m. 


(Whereupon, at 12:15 p. m., a recess was taken until 2 p. m. this 
same day.) 
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AFTERNOON SESSION (2 P. M.) 


GENERAL SERVICES ADMINISTRATION 


STATEMENTS OF FRANKLIN G. FLOETE, ADMINISTRATOR; MAX 
MEDLEY, COMPTROLLER; MAXWELL H. ELLIOTT, GENERAL 
COUNSEL; FRED S. POORMAN, DEPUTY COMMISSIONER, PUBLIC 
BUILDINGS; JOHN E. STRAWSER, ADMINISTRATIVE OFFICER; 
WILLIAM A. SCHMIDT, DEPUTY DIRECTOR, BUILDINGS MANAGE- 
MENT; CLIFTON E. MACK, COMMISSIONER OF FEDERAL SUPPLY; 
ROBERT T. DALY, DIRECTOR, STORES DIVISION; JOHN THOMAS, 
DIRECTOR, PERSONAL PROPERTY UTILIZATION; ROBERT H. 
BAHMER, ASSISTANT ARCHIVIST; HERBERT E. ANGEL, DIREC- 
TOR, RECORDS MANAGEMENT DIVISION; HERBERT K. HYDE, 
COMMISSIONER, TRANSPORTATION AND PUBLIC UTILITIES; 
GORDON N. SMULL, DEPUTY COMMISSIONER, TRANSPORTATION 
AND PUBLIC UTILITIES; JOHN F. REUTEMANN, ASSISTANT TO 
COMMISSIONER, TRANSPORTATION AND PUBLIC UTILITIES; 
RUSSELL A. HEDDLESTON, DEPUTY COMMISSIONER, EMERGENCY 
PROCUREMENT SERVICE; TOM V. WILDER, DIRECTOR, MATE- 
RIALS RESEARCH AND ANALYSIS DIVISION; STANLEY B. HANES, 
ACTING DIRECTOR, ABACA DIVISION; AND C. F. OGDEN, ASSIST- 
ANT DIRECTOR FOR MATERIALS, OFFICE OF DEFENSE MOBILIZA- 
TION—Resumed 


REPAIR, IMPROVEMENT, AND EQUIPMENT 


Senator Magnuson. The subcommittee will come to order. 

Mr. Fuorre. Mr. Chairman, I believe we finished GSA amend- 
ment No. 1 for the time being, and can proceed to No. 2. Mr. Medley 
will cover amendments Nos. 2 and 3. 

Mr. Magnuson. Amendment No. 2 on “Repair, improvement and 
equipment” will be put in the record. Proceed, Mr. Medley. 

(The statement referred to follows: ) 


GSA amendment No. 2 
REPAIR, IMPROVEMENT, AND EQUIPMENT 


PROPOSED AMENDMENT 


On page 11, line 21, strike out $42,565,550" and insert in lieu thereof 
“$42,638,000”. 
Budgetary data 
1957 budget estimate $44, 188, 000 
1956 appropriation : 
Annual act 


—————-__ 26, 150, 000 
ie, “Rie 0 et 6 edie ce cit baa +17, 988, 000 

Oe ee ee ie iti ieik eicinnnceeeeeee 42, 565, 550 
I CG iii ciicetesiptinicuinientinsinnn cmmmainndinmetens 42, 638, 000 


Change from bill reported to House +72, 450 
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LEGISLATIVE HISTORY 


t. GSA justification of budget estimates, pages 75 to 86. 

2. House hearings, pages 719 to 731. 

3. House Report No. 1847, page 8: 

“Repair, improvement and equipment of federally owned buildings outside 
the District of Columbia.—The committee recommends $42,565,550 for this item 
to finance repairs, renovation, and improvements for over 4,400 buildings out- 
side the District of Columbia. This is an increase of $16,415,550 over 1956 and 
$1,572,450 less than the budget estimate. The estimate includes an increase 
of $15 million for air conditioning of buildings, which is reduced by $1,500,000 
by the committee because of the high unit cost in the estimates for work to 
be performed. The increases of $4 million for remodeling and extension of old 
buildings and $440,800 for normal repairs are approved as requested, and ad- 
ministrative operations costs are increased by $72,450.” 


JUSTIFICATION 


Principal reduction by the House was directed toward air conditioning of 
buildings outside the District of Columbia. Until some projects are put on 
the market, GSA is not in position to dispute House contention that unit costs 
shown in justification are high. Consequently, no appeal of the $1,500,000 cut 
is proposed. 

It should be understood, however, that the budget estimate merely proposed 
a $15 million start toward a long-deferred program of air conditioning outside 
the District of Columbia for which total cost is estimated at some $92 million 
just for buildings in the most critical areas (zone A). 

This amendment proposes restoration of $72,450 cut by the House in cost 
of administrative operations for the entire repair and improvement program. 

Amount included in Budget estimate is necessary to keep workload generated 
by program operations and administrative operations support in balance. Cut 
by the House would destroy this balance. 

Under the new administrative operations fund operation, it is important that 
the closest possible balance be provided for in each appropriation item. 


GENERAL STATEMENT 


Mr. Meptey. Mr. Chairman, amendment No. 2 is to restore the 
House cut of $72,450 for the administrative support portion in con- 
nection with the repair, improvement, and equipment appropriation 
item, 

The House did cut a new item in that appropriation which was for 
air conditioning on the basis that our estimated unit cost for the air 
conditioning appeared a little high. Since we have not had any 
wide experience in air conditioning old buildings, we are not appeal- 
ing that phase of it. However, by the nature of the cut by the House, 
none of our administrative operations workload was reduced. There 
was no explanation in the report as to why the cut of $72,450 was made 
in administrative operations. As explained yesterday in connection 
with amendment No. 1, it is very important to keep the workload and 
linancing in balance for each of the various appropriations just as 
accurate as possible. The workload is there, and we urge the com- 
mittee to restore this amount to the item to maintain balance in 
inaneing. 

AIR CONDITIONING BATON ROUGE POST OFFICE 


Senator Magnuson. In that connection, Senator Ellender left a 
letter with the committee which refers to the air conditioning of the 
Baton Rouge post office. Does anyone know about that? Is that part 
of the program ? 

Mr. Poorman. Yes, sir; it is included in this program. 

76535—56——16 
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Senator Magnuson. He is writing to the Postmaster, and he says: 

I discussed this matter with one of the officials in GSA today, and it is*his 
belief that even if the bill as finally passed provides $13.5 instead of $15 million, 
as requested by GSA, that the Baton Rouge Post Office Building would be kept 
on the list for air conditioning. 

Mr. Poorman. We do not contemplate removing that by virtue of 
the cut. 

Senator Magnuson. All right. I believe that is all he wanted 
cleared up. 

Mr. Mepuey. Mr. Chairman, that is all on that item. 

Mr. Magnuson. Proceed with your amendment No. 3, which we will 
put in the record. 

(The information referred to follows :) 


GSA Amendment No. 3 
OPERATING EXPENSES, FEDERAL SUPPLY SERVICE 
PROPOSED AMENDMENT 
On page 13, line 7: Strike out “$81,000” and insert in lieu thereof “$225,000”. 


Budgetary data 


1957 budget estimate (travel limitation only) $81, 000 
1956 travel limitation, including supplemental 59, 750 


Change, 1956 to 1957 +21, 250 


1957 bill as reported to House (travel limitation only) 
Proposed amendment (travel limitation only) 225, 000 


Change from bill reported to House +144, 000 
LEGISLATIVE HISTORY 


1. GSA justification of budget estimates, pages 121 and 142. 
2. House hearings, subject not discussed. 
3. House Report No. 1847, subject not mentioned. 


JUSTIFICATION 


The new proviso added by the House committee on page 13, lines 8 through 16, 
provides an additional $1 million over the budget estimate for increasing activi- 
ties in disposal of surplus personal property. It is estimated that this will finance 
approximately 100 additional positions, largely for on-site work wherever the 
surplus property is to be sold. This involves travel status for about 75 employees 
estimated at an average of 84 travel days each at $23 per day, or $144,000. 

As this was not contemplated in the budget estimate, it is necessary to increase 
the travel limitation of $81,000 in the House bill to $225,000, as provided in this 
proposed amendment. 


OPERATING EXPENSES, FEDERAL SUPPLY SERVICE 


Mr. Mepiey. Item 3 is a request for an increase in the travel limita- 
tion for the appropriation “Operating expenses, Federal Supply 
Service,” an increase of $144,000. 
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Senator Magnuson. That is on the limitation rather than adding to 
the bill? 

Mr. Meptey. That is correct, sir. And the sole purpose for request- 
ing the increase in the limitation is to provide sufficient travel funds 
for the additional sales specialists provided by the House to travel 
to field locations in connection with the disposal of surplus personal 
property which we discussed yesterday. 


TRAVEL ESTIMATES 


Senator Magnuson. You break down travel here in a somewhat 
peculiar way. I do not question the figures, but you say 84 travel 
days at $23 a day. That includes per diem and travel ? 

Mr. Meprey. Per diem and transportation. The figure is based 
solely on cost experience. We run cost experience on each of our major 
operating units. 

Senator Magnuson. I think that is one of the few times this com- 
mittee has had it broken down in that manner, what the total cost was 
per day. It seems to be an average, at least, with your department? 

Mr. Meptry. That is correct, sir. 

Senator Maanuson. I still do not know how they do it. 

Mr. Meptry. This reflects our experience, Mr. Chairman. 


ADDITIONAL CIVIL SERVICE POSITIONS 


Senator Dirksen. Are those all civil service positions, the additional 
positions ¢ 

Mr. Meptey. For the most part, yes, sir. 

Senator Dirksen. Can you find qualified sales experts under a civil 
service limitation ? 

Mr. Mack. We have difficulty sometimes in finding just the quali- 
fications that we need, but I do not anticipate in these general com- 
modity classifications that we will have too much of a problem. 

Senator Dirksen. I suppose civil service writes a special job sheet 
on people with some sales talent; do they not ? 

Mr. Fiorre. They are grades 12 and 13, I understand. 

Mr. Meptry. That is about $8,500 per year. 


JOB SHEET ON SALES POSITIONS 


Senator Dirksen. I would be rather curious about that, Mr. Mack. 
I wonder if you can procure a copy of the job sheet and civil service 
rights on sales jobs and insert it into the record. 

Mr. Mack. I will be glad to, Senator. 

Senator Drrxsen. I do not believe I have ever seen a job sheet on 
that particular classification. 

Mr. Mack. We will do that for existing grade 12. We are cur- 
rently developing a grade 13 job for use in the new program beginning 
July 1, 1956. 
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(The information referred to follows :) 


Standard Form No. 5 : # & Oiistel Resdymeters: 
ares Yoshineton, D. C 


UNITED STATES CIVIL SERVICE COMMISSION 


POSITION DESCRIPTION 


CLASSIFICATION ACTION 


‘ Aas 
Supervisory; Personal Property Disposal 
aaa 


Not subject to actlo 

e br | : 
Personal Prope r Dispos Sveciul{s* ; 

& Organisational title of position (i/ aay) W. Name of employee (// mcancy, specify V-1, 8, 9, or © 

Chief, Disposal Branch 
iL Department, agency, of @tablishment __[ & Third iabdivinion 
_ General Services Administration, Re-fon 3) Disyosa2 
a First subdivision @. Fourth subdivision 


Federal Supply Service 
>. Gecond subdivision 


ee es 7Signatare of employes) Tate) ‘Title: 7, : ano a : 
14. Cort#tention by heed of bres. division. feild ofice, or decigmated representative { 15. Certideadion by department, agency, or establishment 


Acting. 


= Deputy Regione] Director 3s T™ Chief, Joh. Eveluatio ase dain. Bc 


Serves as Chief, Disposal branch, Personal Property Utilization Division, Federal Supply 
Service, General Services Administration, region 3, with responsibility for advising and 
assisting all Federal agencies in organizing and implementing their surplus personal 
eens disposal programs, Se Ee ee te aot for working with disposal officers at 
field activities of the Department of Defense in connection with their disposal operations 
of the Army, Navy, and Air Force. 

Furnishes technical advice to agencies on marketing, merchandising, methods of sale, 
and all other phases of disposal of surplus personal property. Serves as expert adviser to 
Chief, Personal Property Utilization Division, and to basis of field installations of other 
agencies on disposal programs. Assists such agencies on the inauguration of special or 
new disposal programs. Responsible for the effective fulfillment of regional obligations 
under the donation programs, the public benefit programs provided for by GSA regulation 
title 1, chapter IV, section 303, prepares and conducts regional sales of surplus personal 
property in the custody of GSA as well as that of the custody of other agencies, but 
which the regional office has undertaken to sell. 

On the basis of assignments by the Chief, Personal Pangeren Utilization Division, goes 
to locations where major sales are planned or scheduled. he installations the incumbent 
visits are those where pending disposals range upward from $1 million, or where special 
problems relating to commodities, markets, or other phases of the disposal, are involved. 

Examines property lines of items to be sold, selects items or lots which have the greatest 
porcaeee recovery Value, carefully inspects them, and determines, item by item, and lot 

y lot, property which, because of its utilization potential should not be included in the 
sale, the potential sales value of the remainder of the property, the types of potential 
buyers who will be interested, the logical market areas, the desirability of special advertis- 
ing, the possibilities of free news items, the best method of selling, and the advisable period 
for buyer inspection of the property to be sold. 

Collects item-by-item data and, after analyzing the overall disposal problem, arrives at 
an — on points listed. 

After clearance with the commanding officer of the activity and other officials as , 
priate, confers and collaborates with property disposal officials at installations as to items 
deemed suitable for withdrawals from sales for Federal utilization and, if it is decided that 
withdrawals are desirable, develops necessary justification and recommends appropriate 
action. 

With respect to other property to be included in the sale, examines the draft of the sales 
plan, including the upset prices pe tang er pes the lotting, method of sale, extent, nature, 
and timing of advertising, the mailing list, and, for each phase, offers appropriate sugges- 
tions and renders technical advice and assistance. 
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If the proposed sale is for commercial type property having a value of $250,000 or more, 
and the disposal officers or other officials, are uncertain as to whether its sale will adversely 
effect commercial market prices or similar kinds of ery: either regionally or nationally, 
offers advice to the end that the sale be expedited if there is no adequate reason to consider 
such impact is likely to occur. 

In the case of sales which are important from the standpoint of acquisition cost, nature 
of the property, or when the method of sale is experimental from the standpoint of the 
type of property or dollar value involved, pays particular attention, prior to the period 
allowed for buyers’ inspection, to the facilities for inspections and attends the opening of 
bids in the case of sealed bid sales, or attends the sale in the case of auction or spot-bid 
sales. 

_Mingles with potential buyers and bidders, and agency officials noting merchandise 
displays, samples, lotting identification, bids on particular types of property, methods, and 
skill of the auctioneer, comments and reactions which he believes will be useful in con- 
nection with future sales, and as a part of his regular reporting activities, relays facts 
to the chief of the personal proper utilization division in the regional office. 

Checks abstract of bids, and, in the case of spot bid and auction sales, records the more 
important successful bids. Is reporting these various facts, analyses, and makes applicable 
recommendations or explanations. 

Based upon experience gained from working with disposal officials of all executive 
agencies within regional areas, the problems encountered and solutions reached, and so 
forth, participates with the division chief and other specialists in the development of 
suggestions for new and revised policies, procedures, and practices for the disposal of 
personal property. 

In carrying out the above duties, incumbent will be responsible for assuring that maxi- 
mum recovery is obtained and that property is not disposed of when further utilization 
within the Government is practicable. Actions, recommendations, and decisions which he 
makes can result in the saving of large amounts of money in selling expense, greatly 
increase the dollar recovery for the Government, and minimize the development of backlogs 
of surplus and resultant storage costs. 

Will be responsible for and approve the transfer of surplus personal property for disposal 
purposes to Territorial Government of Alaska pursuant to Public Law 659, 83d Congress. 

Will exercise the authority for donations, destruction, and disposal of seized, forfeited, 
and abandoned personal property on a national scale. 

Incumbent works under the general supervision of the Chief of the Regional Personal 
Property Utilization Division, who advises him of new and revised policy. In most 
instances, he must exercise his own ingenuity in reconciling conflicting points of view, in 
finding solutions to unexpected problems, and in working constructively and pleasantly 
with officials of other agencies at points remote from his supervisor. He must exercise 
Judgment in determining those matters which require prior clearance with his chief. 

Work is reviewed primarily in terms of results and accomplishments. 


TIME LAG ON WAREHOUSE ORDERS 


Senator Magnuson. On the Federal Supply Service, as long as you 
are here, I have some questions which were prepared by the staff, which 
I think should be answered for the record. One of the questions asks: 
How many days are you behind in orders placed by other Government 
agencies in your various regional warehouses ? 

Mr. Mack. Mr. Daly, who is Director of Stores, has that infor- 
mation, 

Senator Magnuson. I mean on the average. 

Mr. Daty. On the average 14 days at this time. It varies between 
25 days in some depots toaround 5. Weare very far behind, sir. How- 
ever, the supplemental estimate passed by the Senate in H. R. 10004, 
if enacted, will enable us to get to the 7-day norm. 

Senator Magnuson. Even that is showing an improvement, is it 
not ? 

Mr. Daty. It is just about the same as it was last year at this time 
when our workload became very heavy and had a supplemental esti- 
mate pending to handle it at that time, sir. At the beginning of this 
fiscal year, we were down to 7 days, which is an operating norm. 


NATIONAL BUYING 


Senator Maenuson. The next question is: How is the National 
Buying Division progressing? This was set up and located here in 
Washington, was it not? 

Mr. Mack. Yes, sir. Mr. Chairman, we feel that the National Buy- 
ing Division which is headquartered here with a branch at New York 
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City is making very good progress. Their immediate problem is to 
convert contracts to a forward-type contract, which we think will be 
a decided advantage, and in line with rec ommendations of industry 
consultants who were working with us. 

Senator Maanuson. That is a reversal of your former policy, to 
buy in regional offices, is it not ? 

Mr. Mack. As a matter of fact, the locations where the buying is 
to be done will not be materially changed. It is primarily the method 
of contracting. 

Senator Maenuson. In other words, the records show that the Wash- 
ington centralization is for the supervision of buying; is that correct ? 

Mr. Mack. Centralization and supervision over national contract- 
ing. Call-forward orders are still placed by the region. 

Senator Magnuson. But the buying is done still | by regional offices? 

Mr. Mack. Substantially the same volume of buying j is now being 
dione at the same locations as was being done before the National Buy- 
ing Division was set up. 

Senator Magnuson. And I am to presume, too, that the items to be 
used in different places are purchased in that area, and shipped there 
instead of coming way back here to be reshipped ? 


PURCHLASING PROCEDURE 


Mr. Mack. There are two designations. First, those items required 
for our stores distribution system which totals appro ately 10,000 
items. They are bought locally as before by the regions to the extent 
of about 8,000 of the 10,000 items. About 2,000 items which have 
been bought nationally under prior procedures are still being bought 
nationally under this National Buying Division. In both cases de- 
liveries are made direct from supplier to the regional warehouses. 
The distinction is that the type of contracting is different. Under 
the prior proce:ture, for example, the definite quantity requirements 
were developed, and national contracts were made as a result of that 
information which was brought together as to the consolidated definite 
quantity needs of the various regions for these volume requirements. 
The change now is that we are making so-called forward type con- 
tracts for the volume items without requiring the data to be sent 
into Washington. We contract for future estimated requirements 
on the basis of experience factors. 

Senator Magnuson. Does that prove less costly or more costly 4 

Mr. Mack. I think that we are now reaching the point where we 
are beginning to get some advantages. The principal advantage will 
be that we will try to keep ahead of the requirements of the stores 
for these volume requirements, in order that there will be an existing 
available source against which these stores throughout the country can 
call forward their needs, thus eliminating backlogs. 

Senator Magnuson. How many stores do you have / 


TOTAL REGIONAL STCRES 


Mr. Mack. There are 10 regional stores and 2 district stores. 
There are 12 altogether. 

Senator Macnuson. And then you keep a supply in those regional 
stores ¢ 
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Mr. Mack. That is right. 

Senator MaGnuson. You warehouse them, is that it! 

Mr. Mack. They are are distribution stores. ‘They are the stores 
that carry the commonly used items that are best suited for stores 
handling that you can buy in bulk, obtain price advantages, and 
distribute according to whatever the needs may be to the agencies. 

Senator Magnuson. Let me ask you this: On a given item, which is 
going to be used in a given region, do you call for bids or buy In 
that region, or ‘ you buy the item nationally and ship it to the 
region ¢ 

Mr. Mack. We buy locally when the item is one that does not involve 
large quantity. Where there is on opportunity to obtain volume 
through consolidating requirements of all stores and get the buying 
advantage we do so and buy nationally. 

Senator Magnuson. Am I to presume also that you buy nationally 
on items, all items, that cannot be purchased locally / 

Mr. Mack. I can put it this way: We contract nationally for those 
items that can be bought most advantageously. 


PURCHASE OF TYPEWRITERS 


Senator Magnuson. Let us take typewriters. They do not make 
typewriters in New Orleans or Seattle. You buy those from a national 
organization, do you not, and ship them ¢ 

Mr. Mack. That goes into another method of procurement—term 
contracting. 

Senator MacNuson. [used that as an example. 

Mr. Mack. Those are contracted for nationally. 

Senator Macnuson. Nationally / 

Mr. Mack. Yes, sir. 

Senator Macnuson. But you do still have a policy, despite this con- 
solidation. I think some of the criticism, and if not the criticism, the 
fear was that when you made the consolidation here in Washington 
that would deprive the regional offices and the local people who could 
furnish the items the advantage of furnishing them. And sometimes 
that happens when you cons solidate. It natur: ally follows, sometimes. 

Mr. Mack. If purchases which should be made locally are converted 
to national purchases, that would be the case. 

Mr. Day. Mr. Chairman, on the point that you just raised, I think 
that this explanation might be helpful. Let us assume that the Wash- 
ington office is to issue bids to buy a national requirement. They send 
copies of their invitation to bid to each of our 10 regions where they 
are posted on bulletin boards, where the local suppliers can come in and 
look at them. We also send invitations to = to people away from 
Washington who are on our bidding list. So, just because the pro- 
curement is centralized in Was shington, it oie not mean that anyone 
in some other part of the country is deprived of the opportunity of 
bidding. 
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Senator Macnuson. But a man in the region, and we can take in the 
New Orleans area or in my area of the Pacific Northwest, could he not 
bid less on an item, or that portion of the item, to be used in that region ¢ 

Mr. Daty. That is correct, sir. 

Senator Magnuson. And that is because of the cost of transporta- 
tion, too. 

PURCHASE OF MIMEOGRAPH PAPER 


Mr. Daty. Yes, sir. Let us assume that we are buying a quantity 
of mimeograph paper for the replenishment of stock for our 12 stores 
depots. We will call for prices delivered to each one of those depots. 
The local man would then have the break on that. 

Senator Magnuson. That is what I am getting at. 

Senator Ex.xenper. Then under those conditions do you buy and 
ship to Washington and then ship from Washington to your regions? 

Mr. Day. We would not do that, sir. 

Senator Magnuson. Or buy from a mimeograph manufacturer, say, 
in Ohio, to haul them out and ship them to the other 10 regions if the 
10 regions could furnish it locally? 

Mr. Daty. That could happen if the Ohio manufacturer was the 
lowest bid, transportation included. 

Senator Magnuson. That is what I am getting at. Sometimes the 
local people think they can do just as well or better. They were 
afraid that this consolidation might pose that threat to them. 

The only other question that is asked is: What about the payrolls? 
Does this move people from the local regions to Washington ? 

Mr. Mack. No, sir. 

Senator Macnuson. It did not? 

Mr. Mack. No, sir. 

Senator Macnuson. There was no substantial difference in the num- 
ber of people employed in the regional offices? 

Mr. Mack. No, sir. The employees are at the same locations as 
before. The national buying division, however, reports direct to 
me. 

Senator Maenuson. Well, there might be some, but I am talking 
about some kind of mass movement. 

Mr. Mack. No, there were not. There were some employees moved 
from Washington to New York, as I recall is, but no move into 
Washington. 


LOCATION OF PERSON NEL 


Senator Macnuson. Thank you. 

I wish you would furnish for the record the number of people you 
have employed in Washington and New York and the 10 regions. 

Mr. Mack. Yes, sir. 
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(The information referred to follows: ) 


GENERAL SERVICES ADMINISTRATION, FEDERAL Suppiy SERVICE 


Total employment as of Mar. 31, 1956 





nS Allother | Total 


55 

148 

Atlanta 112 
Chicago--.----- ‘ ae See er 135 
Kansas City .. A 78 
114 

137 | 

175 


PP PNMP RS He 


~ 


Total, regions 
Departmental 


Grand total 


Senator Macnuson. We will take up amendment No. 4 which 
we will insert in the record. 
(The material referred to follows :) 


GSA AMENDMENT No. 4: “OPERATING EXPENSES, FEDERAL SUPPLY SERVICE” 


PROPOSED AMENDMENT 


On page 138, line 7, strike out “$2,809,400” and insert in lieu thereof “$3,092,400”. 


Budgetary data 


1957 budget estimate (less $935,600, PPUD) $3, 092, 400 
1956 appropriation : 
ase ad $3, 005, 000 
Supplemental 200, 000 
Public Law 94 supplemental 207, 900 
Comparative transfer administrative operations_______-_ 422, 800 
Transfer to operating expenses, TPUS — 464, 400 
Deduct for personal property utilization and disposal_._.. —841,000 2,530,300 


Change 1956 to 1957 +562, 100 


1957 bill reported to House________.___--_- oa _.. 2, 809, 400 
Proposed ainendment_..._.........___._.. 


Chane rom bre reported to House... 2.skc.s-~cn ces 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimates, pages 106 to 142. 

2. House hearings, pages 766 to 817. 

3. House Report No. 1847, page 8: “Operating expenses, Federal Supply 
Service.—The committee recommends $2,809,400 for this purpose, which is a 
reduction of $395,600 in the amount appropriated for 1956, and $1,218,600 less 
than the budget estimate. The bill also contains a provision for financing the 
surplus and excess personal property program of the General Services Adminis- 
tration from the proceeds of sale of surplus personal property by making 
$1,935,600 available from such funds, which is $1 million more than the amount 
proposed for such program in the budget estimates. During hearings it was 
testified that at a cost to the taxpayers of $1,500,000 the revenues coming into 
the Treasury could be increased by $80 million and that the rate of return on 
sales of surplus personal property could be raised from 7 to as much as 14 
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percent if experienced disposal specialists could he employed to improve mer- 
chandising and marketing methods in the sales of surplus commodities. The 
General Services Administration has responsibility for either selling Govern- 
ment surplus personal property or seeing to it that it is sold economically and 
efficiently. Most of the surplus will come from the Department of Defense and 
the progress of this program will be followed with considerable interest. * * *” 


JUSTIFICATION 


\lthough the House report did not disclose application of the cut to specific 
uctivities under this item, it is presumed that none was intended on adminis- 
trative operations in view of increase inserted by the House for property 
utilization and disposal. 

Effect of the cut on program activities would depend upon where it is applied 
Arbitrary application is avoided by explaining the advantages to be gained 
by restoring the amount cut by the House. 


Summary reconciliation of budget estimate, House bill, and proposed amendment 


| | 
| 1956 Changs | ieee Appeal 
| 


Budget change to Senate 


Operating expenses, FSS avail- to 1957 
| able budget 


t 
| 
| 
| 


| | i 
Motor vehicle management | $160,100 | $3,900 | $164, 000 $164, 000 
Suppl chedule contracting | 700,000 453,000 | 74538, 000 | } 753, 000 
Supply standards 629,000 |+367,300 | 996,300 ||, | |} 946, 300 
Inspection 92, 500 | 92. 500 $283, 000 | +$283, 000 92, 500 
Supply management 125, 300 | +82,700 | 208, 000 | | 208, 000 
Servi ministration 400, 600 100, 600 |) 100, 600 


Subtotal ; ..|2, 107, 500 900 |2, 614, 400 — 283, 000 +-283, 000 | 2,614, 400 

nistrative operations 129 S00 +55, 200 478, 000 - +65. 600 543, 600 
| property utilization and dis | 

600 |-+1, 000, 000 65, 600 | 1,870,600 


841, 000 mM. #00 


Total 8, 371, 390 156, 700 000 +717, 000 +-283,000 | 5,028, 000 
From proceeds of sales 1, 935, 600 1,935,600 


By direct appropriation 3, 371, +656, 700 000 1, 218, 600 +-283000 (3,092, 400 


1. Motor vehicle management 

Increase requested for 1957 of $3,900 is almost entirely attributable to travel 
expense in making on-site surveys leading to establishment of motor pools. This 
travel should not be curtailed and full amount of budget estimate should be 
provided. 


Supply schedule contracting 

Increase of $53,000 requested for 1957 would provide an established source of 
supply for additional items making it unnecessary for using agencies to carry 
on separate negotiations with suppliers to obtain items. Full amount of budget 
estimate will result in savings to Government by eliminating expense of duplicate 
negotiations and in price of items. 


8. Supply standards 


_— © 


Increase of $367,300 requested in 1957 is entirely for completing the 2-year 
project of identifying and describing items included in GSA Stores Stock Catalog 
and Direct Order Purchase programs. This project is well underway. Early 
completion is important in order to coordinate civilian supply system with that 
of DOD which is becoming a constantly increasing customer of GSA as source 
of supply. 

Delay in common system of item identification between GSA and DOD creates 
confusion and abnormal backlogs in supply and delivery schedules. The full 
amount of the budget estimate is necessary to complete this project and eliminate 
present adverse conditions as soon as possible. 


}. Supply management 


Increase of $82,700 requested in 1957 is to provide for a fundamental realign- 
ment of this operation from which greater economies are expected than have 
been realized heretofore. It will provide for continuous observation of supply 
operations of other agencies having major supply problems and will make 
possible simultaneous installation of improved practices by all such agencies. 
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Full amount of the budget estimate is required to carry out this plan for 
improving supply practices in the respective agencies. 
5. Personal property utilization and disposal 


The House committee added a new provision in the bill for financing excess and 
surplus personal property activities of GSA from proceeds of sale of surplus 
property. It also provided an additional $1 million over $935,600 included 
in budget estimate for this purpose. 

Authority to dispose of surplus personal property is currently delegated to 
owning agencies. This delegation of authority will be modified in carrying out 
the program envisioned by the House action. The program will involve the use 
of GSA sales experts, with limited clerical assistance, handling the merchandis- 
ing and marketing aspects of sales at a number of major generating points of 
surplus property. Program anticipates cooperation of owning agencies who 
will continue to bear costs of physically preparing property for sale. There 
would be no transfer to GSA of propery accountability. GSA would provide 
only selling personnel at these installations. 

It is estimated that the additional program workload will generate an ad- 
ministrative operations workload requiring $65,600 more than was provided in 
the budget estimate. This added amount will be deposited in the administrative 
yperations fund. 

RESTORATION REQUEST 


Mr. Mack. We are requesting restoration of $283,000 under amend- 
ment No. 4, which was cut from our submission by the House. This 
cut relates to services chargeable to “Operating expenses, Federal 
Supply Service.” The House report did not specify the application 
of the cut, so I will briefiy summarize the increases requested for those 
supply services which would be affected by the cut. 

There is a small increase requested for our motor vehicles manage- 
ment program in the amount of $3,900, which is for additional travel 
expense required to make spot studies in connection with proposed 
motor pools. 

“Supply schedule contracting,” which relates to the making of 
term contracts, for national type supplies commonly used by the 
Federal agencies, is increased by $53,000 to provide for inclusion of 
7,300 additional items in these schedules. This method of procure- 
ment involves the making of term contracts by us for consolidated 

requirements to obtain buying advantages against which the agencies 
place orders direct. 

Funds to complete the cataloging of 130,000 supply items pro- 
cured by GSA and to catalog them in conformity with the Federal 
catalog system—— 

Senator Magnuson. Where are you? Are you on No, 4? 

Mr. Fiorre. Yes. 

Senator Magnuson. What item are you dealing with in the state- 
ment that we have on No. 4? te this supply management ? 


FEDERAL CATALOG SYSTEM 


Mr. Mack. I have covered “Motor vehicle management and supply 
schedule, contracting,” and I am now referring ‘to under “Supply 
standards.” Funds to complete the cataloging of 130,000 supply 
items procured by GSA, in conformity with ‘the Federal catalog sys- 
tem, is the principal increase in our program, $367,300, and contem- 
plates finishing the job during the 1957 fiscal year. It is extremely 
essential that we complete the cataloging of such items during the 
next fiscal year. The last item is a request for an increase in supply 
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management of $82,700 which will provide for a small staff to enable 
us to work closer with the civilian agencies in their major supply 
operations to improve supply practices. 
These are the items for which full restoration is requested in amend- 
ment No. 4. 
PURCHASE OF DESKS 


Senator Magnuson. I notice another question here. I ask this 
hypothetical question: Suppose you find a need for, say, 5,000 or 
10,000 desks to be used in a the areas. I am to understand that in 
those cases you would break—this is hypothetically—you would break 
this down and if a thousand were to be used in the New Orleans area 
or a thousand in the Pacific Northwest, that those people up there 
could bid on 1,000 of the 10,000 lot, or additional manufacturer could 
bid on the whole 10,000 plus transportation? Is that the way you 
operate ? 

Mr. Mack. That is correct. Invitations to bid are sent to all re- 
gional offices and bids may be submitted on any part of the total 


———— 
enator Macnuson. I want this record clear, because these people 
will be checking up on us. 


ADDITIONAL AMOUNT FOR ADMINISTRATIVE OPERATIONS 


Mr. Meptey. Mr. Chairman, there is one other small item in con- 
nection with amendment No. 4. It is not the case of an item that we 
are appealing, but is mentioned in order that the record will be com- 
plete. Under the increase which the House inserted, $1 million for 
personal property disposal, we have proposed, as you will see by the 
table and the narrative at the bottom of page 14, the use of $65,600 
for administration operation support in connection with the addi- 
tional activities. 

Senator Maenuson. Does the Office of Management come under this 
item ? 

Mr. Meptey. Partially. 

Senator Magnuson. That is a separate item ? 

Mr. Meptey. Well, they would in part, yes, sir. 


POLICIES OF THE OFFICE OF MANAGEMENT 


Senator Magnuson. This might be a good place to have these ques- 
tions. 

The question proposed is, Who determines the operating policy in 
the Office of Management, the people doing the work in GSA or the 
Office of Management ? 

Mr. Cuieary. My name is William C. Cleary, sir, Director of Man- 
agement. 

Senator Magnuson. What is the Office of Management? 

Mr. Cieary. The Office of Management has the responsibility for 
personnel, administrative facilities, organization and methods, and 
reports and statistics. 

Senator Magnuson. Are you appointed by the Administrator ! 

Mr. Cieary. I am appointed by the Administrator; yes, sir. 

Senator Magnuson. The question is, Do you determine the operating 
policy or does the Administrator ? 





INDEPENDENT OFFICES APPROPRIATIONS, 1957 251 


Mr. Cuieary. For the Office of Management, I determine operating 
policy, but not for the agency. 

Senator Magnuson. Not for the agency / 

Mr. Cieary. No, sir. 

Senator Magnuson. Do you work separate from the agency ? 

Mr. Cieary. No,sir. The Administrator determines the broad poli- 
cies of GSA. Within that framework, the heads of services and staff 
offices work out the internal operating policies for the respective func- 
tions. Accordingly, such policies for the Office of Management are 
worked out under my supervision. 

Senator Magnuson. To what extent does the Office of Management 
have authority to countermand or modify an operation policy? 

Mr. Cieary. No authority whatsoever. 

Senator Macnuson. The Administrator still retains the authority? 

Mr. Cieary. Yes, sir. 

Senator Macnuson. But you issue the regulations? 

Mr. Cieary. We are the processing center for all issuances of GSA. 
We coordinate them. 

Senator Maanuson. Is there any substance to the fact that this 
office has occasionally modified or countermanded such policies by 
refusing to issue regulations which you do not approve of ¢ 

Mr. Cieary. No, sir; that is absolutely not true. 


PROVISION FOR 10 ADDITIONAL GS 16 POSITIONS 


Senator Magnuson. The Civil Service group was up here before 
your group and they suggested to the committee that we do not— 
and this would come under the Office of Management—allow specifi- 
cally for the GSA these 10 new grades. What have you to say on 
that? 

Mr. Fuioetr. I think I should probably talk to that, Mr. Chairman. 

Senator Magnuson. I believe last year we agreed to that language 
in the bill, did we not? 

Mr. Meptey. I do not recall that the matter of additional super- 
grades in GSA came up last year. 

Senator Maenuson. We will get the record on that. They in- 
quired specifically on that. 

Mr. Fioere. I believe that before I went to GSA there were sev- 
eral communications and discussions with the Civil Service Commis- 
sion as to possible additional supergrades for GSA. I do not think 
it was ever completely formalized. Shortly after I came to GSA I 
looked into the situation to find out which supergrades were desir- 
able. Accordingly, about 3 weeks ago, we sent over to the Civil Service 
Commission a recommendation, and I took it over personally and 
delivered it to Mr. Young, which I believe takes care of the require- 
ments as I now see them. That application, as I said, had been on 
file for 8 weeks. We had been told by Civil Service Commission that 
they momentarily expect to give us an answer, and they have indi- 
cated that it may not be 100 percent as we requested it, but they are 
considering it in a favorable light. 

Senator Maenuson. So there is the liaison now with the Civil 
Service Commission ? 

Mr. Fioetr. That is right. 

Senator Macnuson. The House allowed these new positions? 
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Mr. Fioere. Yes, sir; we went along with those. They did not 
specify, of course, exactly what the new GS-16’s were . In our sub- 
mission to the Civil Service, we said specifically which jobs were to 
be given the supergrade position. 

Senator Magnuson. Thank you. In any event, the Civil Service 
Commission in testifying here Monday, I believe, suggested that a 
better way would be to let them supply these jobs rather than direct 

such jobs for any given department. That was their suggestion to 
us. 

Mr. Fuorrr. I agree with that. 

Mr. Magnuson. Now we will get to amendment 5, which we 
will put in the record at this point. 

(The material referred to follows:) 


GSA AMENDMENT No. 5: “EXPENSES, GENERAL SUPPLY FUND” 
PROPOSED AMENDMENT 


On page 13, line 23, strike out “$14,270,000” and insert in lieu thereof ‘‘$15,- 
344,000”. 
Budgetary data: 
1957 budget estimate__-_ ae deont d ‘ Sieve eracest'es'es's Spay eee Oe 
1956 appropriation : 
Annual act_ pias ints etre 
Supplemental re . i bx 1, 000, 000 
Public Law $4 supplement al_. st ‘ 640, 600 
Comparative transfer “Administrative ope ration” ac 37, 200 
— - 13, 677, SOO 


Chanve 1056 to 1967.2... -. ' Sees 4-1, 666, 200 
1957 bill as reported to House___ -. 14,270,000 


Proposed amendment ____-___ 3 ja ee eacite 15, 344, 000 


Change from bill as reported to House___- ; _. +1, 074, 000 


LEGISLATIVE HISTORY 


1. GSA Justification of budget estimates, pages 148 to 171. 

2. House hearings, pages 818 to S56. 

8. House Report No. 1847, page 9: 

“Expenses, general supply fund.—The bill includes $14,270,000 for financing the 
nationwide supply system of the General Services Administration. This is an in- 
erease of $1,270,000 over 1956 and $1,074,000 less than the budget estimate. 
The overall appropriation reflects a decrease of $718,200 for certain items of cost 
and additions of $1,988,200. The committee has approved approximately two- 
thirds of the increase in each activity except for administrative operations where 
an increase of $199,400 is approved. “Total sales for 1957 are programed at 
$203 million as compared to $169 million for 1956 and $149 million for 1955. 
The increase is largely due to purchases by the Department of Defense, which 
is making increasingly greater use of the General Services Administration stores 
for the purchase of common use items, and other facilities for purchases of items 
for direct delivery.” 

JUSTIFICATION 


Statement in the House report that the amount included in the House bill for 
financing the nationwide supply system is $1,270,000 more than is available for 
1956 overlooks the pending supplemental of $640,000 for pay increases under 
Public Law 94 and a comparative transfer of $37,200 from “Administrative Op- 
erations.” The net increase is only $592,200. 

In the second paragraph on this item, the House report recognized the in- 
crease of $34 million in the sales program from $169 million in 1956 to $203 
million in 1957. The increase in workload is 20 percent. This increase in sales 
volume cannot be performed with only a 4.8 percent increase in expense which 
the House bill would allow. 
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The effect of the House bill would be that GSA would have to refuse to accept 
orders from customer agencies to the extent of about $22 million in 1957. This 
would result in greater cost to the Government by forcing agencies to procure 
the supplies themselves, and at the same time would lose economies inherent 
in centralized procurement and distribution of common use items. 

To date in 1956, sales have been increasing monthly at a rate which clearly 
indicates that the $203 million total on which the 1957 budget estimate was based 
will not only materialize, but will probably be exceeded. 

On the other hand, operating expenses are being progressively reduced. The 
cost per $100 sales in 1955 was $8.38. The budget estimate for 1957 provides $7.55, 
a decrease of 10 percent despite increased pay costs due to Public Law 94 and 
increased costs for other expense items. In fact, the budget estimate provides 
only $4.90 per $100 sales for the increase of $34 million in sales. This demon- 
strates GSA’s determination to perform the program with increased operating 
economy and efficiency. 

Although not the subject of amendment to the bill, the House report indicated 
a reduction of $199,400 in the amount for administrative operations for support- 
ing this program. Cost of such support in 1955 was $1.74 per $100 of sales. 
The budget estimate for 1957 is based on $1.55, a reduction of 19 cents per $100, 
or 11 percent, despite pay increases under Public Law 94. The House cut would 
make the reduction 29 cents per $100, or 16.7 percent, which could not be met 
and would hamper the proper balance between operations and administrative 
support. 

It is emphasized that this amendment contemplates restoration of the reduc- 
tion from the budget estimate, including the reduction in administrative opera- 
tions as disclosed in the report. To perform the sales program of $203 million 
in 1957 it is essential that the full $15,344,000 of the budget estimate be restored. 


EXPENSES, GENERAL SUPPLY FUND 


Mr. Day. Mr. Chairman, I am R. T. Daly, the Director of Stores 
Division of the Federal Supply Service, and with respect to amend- 
ment No. 5, our case is simply this: We have a supply program in 1957 
where we will supply common use items to both the military and civil 
agencies in the amount of $203 million. These supplies will be fur- 
nished from two main sources, through our stores depots and through 
direct purchase. The supplies covered by this program are the so- 
called commercial type items, such as office furniture, office supplies, 
soap, cleaning materials, tools, hardware, and so forth. 


STORES DEPOT CATALOG 


We publish a stock catalog every 6 months that is of the mail-order 
type so that the agencies can ‘order from our stores depots. In the pur- 
chase part of this program, we buy many items on a consolidated basis, 
such as the Post Office Department’s mail trucks, furniture for bachelor 
officers quarters for the military. 

We did a great deal of work in supplying equipment for the new 

Air Force Academy. We also buy many things for the Alaskan 
Native service to be shipped to Alaska 


EFFECT OF HOUSE CUT 


In our 1957 budget request, we asked for $15,344,000 to finance this 
program. The House allowed us only $14,270,000. So we now ask 
for restoration of the $1,074,000. We would like to point out that if the 
request is not allowed, we are going to find ourselves in the very 
unfortunate position of having to turn back requisitions from using 
agencies for approximately $22 million in supplies. We feel that this 
will be a very serious setback to the program that we have been work- 
ing to build up for several years. 
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Senator Maanuson. What portion of the supplies are the $15 million 
out of the two hundred-and-some millions dollars? Or is that admin- 
istrative expenses ? 

Mr. Daty.Yes, sir. That is the cost of the operation—for our pay- 
roll, for our packing materials, for contractual services, and so on. 

Senator Maenuson. And warehousing? 

Mr. Daty. Yes, sir. 

WAREHOUSE SPACE 


Senator Magnuson. On warehousing, do you lease warehouses or 
space or both ? 

Mr. Day. We have presently 5 of our 12 depots in Government- 
owned space and 7 in commercial-leased space. 

Senator Magnuson. Are those long-term leases ? 

Mr. Daty. Five-year leases, I believe. 

Is that correct ? 

Mr. Mack. Yes, sir. 

Senator Magnuson. The reason I ask that question is if the re- 
gional warehousing is going to be permanent, then probably sooner or 
Jater you would be phasing into our own warehouses, and, there- 
fore, you would not want to be tied up with a long-term lease. You 
do lease space in some places, do you not? That is a different story. 

Mr. Mack. Yes, sir. 

Senator Magnuson. There may be space in a warehouse. 

Mr. Daty. The facilities we are talking about, Mr. Chairman, are 
warehouses where we lease the entire building. Those leases are for a 
5-year period. 

Mr. Fioere. I think it would be profitable to be in a Government- 
owned space in the event we can get the money together. There is no 
doubt about that. 

Senator Magnuson. That is what I was thinking. I would think 
a 5-year lease would not be too long. In any of those cases, you could 
adjust yourself if you were going into Government space. 

Mr. Fvoere. But that should be the objective. 

Senator Magnuson. Yes. 


SEATTLE WAREHOUSE MOVED TO SAND POINT 


Mr. Daty. On that point, Mr. Chairman, I would like to mention 
that is our objective. Just about a month ago, in Seattle, we moved out 
of leased commercial — downtown on West Nevada Street, and 


we are now occupying Government-owned space at Sand Point, at the 
old Sand Point Naval Air Station. 


Senator Maenuson. I am glad someone is finding some use for 
Sand Point. 

Mr. Daty. Yes, sir. 

Mr. Fiorre. Give me credit for that one. 

Senator Magnuson. All right. 

Mr. Dary. We are actually moved in there now. The saving in 
rent, and I will quote from memory, is about $150,000 a year. Phat 


is our program, if we can find suitable Government space we move to it, 
sir. 
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Senator Magnuson. And you do in these cases where the military, 
and this happens all over the country, does pull out of certain places, 
you watch that and snatch on to it if you can ? 

Mr. Day. Our Public Buildings Service keeps us well informed on 
that. They found the Sand Point location and the Department of 
Defense worked with us on that very well. 

Mr. Fvoere. It was not a simple operation. 

Senator Extenper. How about your cost of transportation? Sand 
Point is quite a way out, is it not? 

Mr. Day. I think it is only about 9 miles from the center of 
Seattle. Itis just on the outskirts of Seattle. 

Senator ELtenper. Will you have rail facilities there ? 

Mr. Daty. Yes,sir. We have good siding there. 

Senator Magnuson. The town has grown around it. That is what 
has happened. 

Mr. Day. That is correct. 


PURCHASES BASED ON COMPETITIVE BIDS 


Senator Dirksen. Are all of your purchases on the basis of a com- 
petitive bid ? 

Mr. Daty. That is the rule rather than the exception. On minor 
purchases, Senator, say for small lots, $50, $100, and so on, we will 
have competitive bidding of a sort. We may take telephone bids on 
that. But for the types of buying that we do under this program, 
the answer is “yes,” that there are competitive bids, sir. 


USE OF GSA SERVICES BY MILITARY 


Senator Dirksen. Do you feel that the Defense Department is going 
to utilize GSA more and more for common-use items ? 

Mr. Daty. Yes, sir. 

Senator Dirksen. Are those on a competitive bid, too? 

Mr. Dary. That is correct. On that point, Senator Ellender is 
familiar with this because we were before the Appropriations Com- 
mittee about 3 weeks ago to get additional money for 1956. I would 
like to mention these figures. Under this program, in 1954, our volume 
was only $106,800,000. In 1955, it had increased to $148,900,000. Our 
first estimate for this present year was $169 million, and we had to 
ask for a supplemental request because our experience in the first 9 
months of the year showed us that we are going to do about $176.5 
million. Most of that increase is from the military. 

The civil establishment stays fairly constant. We are convinced, 
from our evaluation of past trends, from our activities with the mili- 
tary at this point, that we will do $203 million in fiscal year 1957, and, 
therefore, we need every dollar that we have asked for in this appro- 
priation. 

COST OF DOING BUSINESS 


Senator Magnuson. You are asking for $15,344,000 to purchase 
$200 million. 
Mr. Day. Purchase, warehouse, and distribute, $203 million. 


76535—56——-17 
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Senator Magnuson. So that is about 7 percent. Every time we buy 
$100 worth of something, it costs $7 to do it. 

Mr. Daty. $7.55 to do it. 

Senator Maenuson. I do not know whether that is right or wrong. 
Is that the average cost of buying in private concérns? 

Mr. Dary. Mr. Chairman, may I answer your question in this way: 
Under the same program in 1955 it cost us $8.38. 

Senator Maenuson. I am not saying what it cost you before, but let 
us take corporation A buying similar items. 

Senator ELienper. Sears, Roebuck, for instance. 

Senator Magnuson. Does it cost that much, $7 ? 

Mr. Daty. It is very difficult for us to get their comparative actual 
cost. 

Senator Magnuson. The Administrator can probably answer that 
better than anybody else. 

Mr. Fiorre. My experience in business, and I was not in big business, 
I was in what they usually call small business, from that experience we 
were never able to operate at less than 6 percent, and we cut all the 
corners. We never were able to beat that, and very frequently it ran 
to7 percent. Ido not think it is far off. 

Senator Magnuson. So that the record is clear, this cost is not only 
getting the item, but getting it to the place you want it, in the package 
or the way you want it, is that true? 

Mr. Daty. That is true on an overall basis. 

Mr. Fiorre. And warehousing it and shipping it out. 

Senator ELtenper. Is that included in the 6 percent? 

Mr. Fuorre. Yes, sir. 

Senator ELttenper. Then the Government does not do it any cheaper. 

Mr. Frorre. But they are doing it cheaper by consolidation than 
some individual agency could do for itself. 

Senator Exienper. I grant that. 

Senator Macnvson. That is the reason you people were created, s 
that you could do it much cheaper. 

Mr. Froere. I am talking now about private business. I think that 
should be our goal. 

Senator Magnuson. You are a little higher than private business, 
but I think it would be a fair statement for you to answer that these 
costs, as you get this all organized, are coming down every year. 

Mr. Day. Y es, sir. That is why I quoted the figure of $8.38. It 
was $8.38 in 1955. 

Senator Magnuson. It isstill high. 

Mr. Dary. Yes, sir. 

Senator Magnuson. You will admit that? 

Mr. Day. Yes, sir, but I wanted to point out that they are coming 
down. 

Mr. Mepiry. Mr. Chairman, I might add this: We do have the 
element of service in our business. For example, you have a forest 
ranger that is out somewhere 50 miles from nowhere, and maybe he 
sends in a requisition for just $10. If you put it solely on the basis of 
economy, it 1s not economical for GSA to handle it. So we could 
send it back to him and say “procure this locally.” But he has to ride 
50 miles before he can procure it locally. The same thing applies to 
some of the isolated border stations. So in these costs which we have 
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given you, there is the element of service for the small locations where 
it would be more expensive for us to say to them “No, you try and buy 
it locally,” because when you combine the local cost with the adminis- 
trative detail which would be entailed, the cost would still be even 
higher. 

Senator Macnuson. I do offer the suggestion that I think you could 
bring that down 1.5 to maybe 6 percent or even lower, with some simpli- 
fication of paperwork on purchases. 

Mr. Day. We have been constantly doing that, sir. We will con- 
tinue to do our best. 


LIMITATION ON COST OF AUTOMOBILES 


Senator Macnuson. While you are here, we have in our general 
Gover nment matters appropriations bill, in title 2, under ‘ “General 
provisions,” which we would like a statement from your people on, 
section 201, which says: 

Unless otherwise specifically provided, the maximum amount allowable during 
the current fiscal year * * * for the purchase of any passenger motor vehicle 
(exclusive of buses and ambulances), is hereby fixed at $1,350 except station 
wagons for which the maximum shall be $1,800. 

Can anyone tell us whether those figures are too high, too low, or is 
the restriction justified ? 

Mr. Mack. I would think those limitations are just about right, 
based on purchases that have been made and what we might anticipate. 
I think that the $1,350 would be just about the limitation that should 
be imposed. 

Senator Magnuson. Of course the $1,350 would limit you people, or 
any agency working through you people, to the low-cost automobiles ? 

Mr. Mack. That is right. 

Senator Macnuson. I think those are Ford, Chevrolet, and 
Plymouth. 

Mr. Mack. That is correct. 

Senator ELtenper. Is that for your own use? 

Senator Magnuson. It would be either, if an agency wanted them 
to purchase it. And $1,800 would be all right for the station wagon. 

Mr. Frorre. You really get the minimum. ‘The bids we have been 
getting recently have been within the $1,350, but they have to strip 
them down pretty much to get to that. 

Senator Magnuson. How much of a discount is that to the Gov- 
ernment 4 

Mr. Mack. We have bought cars at a discount of about 30 percent, 
or a little better than 30 percent. 

Senator Magnuson. How are they purchased? Is that direct from 
the factory ¢ 

Mr. Mack. They are purchased direct from the factory. 

Senator Magnuson. The factory representatives is what I mean. 

Mr. Mack. That is right. Our practice is to get the requirements 
of the Federal agencies bimonthly, consolid: ite them and then go to the 
manufacturers, so that we have a pretty good basis for getting good 
prices. On that basis, we are getting a little better than 30 percent 
today. 

, Mr. Frorre. Can you get a Plymouth at that price, the cheapest 
<ind ? 
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Mr. Mack. We are getting Fords and Chevrolets. If they want 
to bid, I think that would be a fair limitation. But most of our light 
cars have been Fords and Chevrolets recently. 
Senator ELLENpER. When you say 30 percent, what do you mean? 
Mr. Mack. Of the dealer’s price. 
Senator ELLenpDeR. That does not include tax. That is exclusive of 
tax, and it is just the actual cost on the manufacturer’s level. 
Mr. Mack. That is right. 














AUTO MANUFACTURERS’ PROFIT 





Senator Macnuson. Have the automobile manufacturers in this 
particular case felt that this would be the least cost to them furnishing 
the Government, or do they make a small profit? You would not 
know that of your own knowledge, but have they made a statement’? 

Mr. Mack. I think the best indication is that we have had fairly 
active competition. There are some of the companies that do not bid 
for awhile and then come back in. It depends on what their produc- 
tion is and how hungry they are for business. 

Senator Macnuson. What would that car cost a person retail? It 
would be about twice as much; would it not ? 

Mr. Mack. It would cost retail about $2,500, I would say, including 
transportation which is not within the $1,350 limitation. 

Mr. Day. Mr. Chairman, I bought a 1955 Chevrolet last June. 
I had whitewall tires, and 1 or 2 extras, but it cost me about $2,600. 

Senator Macenuson. It is almost about double what the Govern- 
ment pays. 

Senator ELLrenper. But the Government does not have these extras 
that you purchased. 

Mr. Dany. I did not get very many, Senator. I did not get a radio. 
I happened to have whitewall tires, undercoating, and a rear view 
mirror and a few others and of course, had to pay transportation and 
taxes. 

Senator ELLenper. I do not suppose the companies would go broke 
if they sold to the Government exclusively. 

Mr. Mack. I think this is a fair limitation in both cases. 

Senator Macnuson. We asked the question because we have to put 
that in the general bill. 
Mr. Mack. Yes, sir. 
























Orreratinc Expenses, NATIONAL ARCHIVES AND Recorps SERVICE 







SURVEY OF GOVERNMENT RECORDS 


Senator Maacnvson. The next amendment is No. 6 which will be 
inserted at this point. 

You are asking for $75,000 more. 

Mr. Frorrr. Yes, sir. I will ask Mr. Bahmer to speak on amend- 
ments 6 and 7. 
Mr. Maanvson. Then we will also insert amendment No. 7. 
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(The material referred to follows:) 


GSA AMENDMENT No. 6: “OPERATING EXPENSES, NATIONAL ARCHIVES AND RECORDS 
SERVICE” 


PROPOSED AMENDMENT 


On page 14, line 11, strike out “$6,818,650” and insert in lieu thereof “$6,- 
893,650.” 
Budgetary data 
1957 budget estimate $6, 977, 000 
1956 appropriation : 
Annual act $5, 550, 000 
Supplemental 122, 500 
Public Law 94 supplemental 327, 500 
Transfer from Veterans’ Administration 121, 000 
Comparative transfer : 
ee eee el 17, 000 
BGMAINERCEREIVG. OOTRUOUB Ko nnn cn cccceniccnnencss 360, 300 
—_—_—_———_ 6, 498, 300 


Change 1956 to 1957 +478, 700 


1957 bill as reported to House 6, 818, 650 
Proposed amendment 6, 893, 650 


Change from bill reported to House +75, 000 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimates, pages 180 to 208. 

2. House hearings, pages 895 to 917. 

3. House Report No. 1847, page 9: 

“Operating expenses, National Archives and Records Service —The committee 
recommends an appropriation of $6,818,650 for expenses of the National Archives, 
the 10 regional records centers and 5 annexes, and other related services in 1957. 
This is an increase of $1,146,150 over current appropriations and $158,350 less 
than the budget estimate. The amount provided will finance increases of $75,000 
for records management activities, $159,500 for records centers, $100,000 for the 
National Archives and related services, and $8,350 for administrative operations 
costs after pay act costs and other adjustments are taken into consideration. In 
1955 the Government created fewer records than it destroyed for the second 
consecutive year, and the regional records centers expect to administer in excess 
of 3,700,000 cubic feet of records in 1957.” 


JUSTIFICATION 


This amendment provides for restoration to the budget estimate of House cut 
in only 1 of the 3 functions reduced. 

Budget provided for an increase of $150,000 over 1956 for the records manage- 
ment activity which the House cut by $75,000. Although not specified in the 
report, it is assumed that denial of an item for “Survey of Government records” 
is reflected in this cut to the extent of $40,000 included in the budget estimate 
for expense of monitoring such surveys. 

A separate amendment provides for restoring the “Survey” item in full which 
would require restoration of $40,000 here for monitoring surveys. 

Remaining $35,000 restoration is requested to add 5 positions to the regular 
records management staff to accelerate implementation of Hoover Commission 
recommendations for improving records management practices in other agencies 
not covered by limited number of surveys possible under that item. This will 
speed up realization of savings and economies which we have not yet been able 
to bring about due to staff limitations. 
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GSA AMENDMENT No. 7; “SurRvEY OF GOVERNMENT ReEcorps” 
PROPOSED AMENDMENT 


On page 14, after line 11, insert “Survey of Government records, records 
management, and disposal practices: For necessary expenses in connection 
with conducting surveys of the records of Federal agencies and of records 
management and records disposal practices in Federal agencies, pursuant to 
section 505 (c) of the Federal Property and Administrative Services Act of 
1949, as amended, $200,000.” 

Budgetary data 
i? Geteet mene 6 a ne ctheiiensemeneae $200, 000 
1956 appropriation 


CRGER TIS 00 206 t a na dcicrinicscnennsadaswetulne te Wats +200, 000 

ADOT TTL BO DODORCOR CO TRO isi ski cdc ermrcnectimine ue ae tee 
Propeded niienoment ...... .ccaansccacennitactactencscnacacauses 200, 000 
Change from bill as reported to House_.__.....____..-...... +200, 000 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimates, pages 209-211. 

2. House hearings, pages 897-900, 917-919. 

3. House Report No. 1847, page 9: 

“Survey of Government records, records management, and disposal prac- 
tices.—The committee has denied the budget request of $200,000 for contracts 
with private concerns for studies of records management and records disposal 
practices of Federal agencies. The Government has already obtained maximum 
benefits that are to be received from such services with the $300,000 appro- 
priated for this purpose in 1955. The General Services Administration is now 
staffed with expert personnel in its records centers who are capable of ac- 
complishing the same results, and if a special program is necessary the com- 
mittee will consider a decrease in funds for such records activities.” 


JUSTIFICATION 


The House action disallowing this item will impede early action in effecting 
the recommendations of the Hoover Commission. The Commission estimates 
annual costs of Government paperwork to be $4 billion, and predicts savings of 
$255 million by more efficient operation. The $300,000 appropriated in 1955 
for records management surveys by private management firms resulted in 
savings accomplished to date of $4.2 mallion, a return of 14 to 1. 

To speed up realization of such savings the regular GSA staff must provide 
strong and continuing technical leadership. Surveys by private contractors 
can be immediately useful and effective in certain problem areas. Thus, sur- 
veys should supplement but not substitute for the long range continuous efforts 
of the GSA records management staff. 


GENERAL STATEMENT 


Mr. Baumer. On the 2 amendments—both 6 and 7 affect our serv- 
ice—we are asking for the restoration of the full amounts that we 
asked for in the budget. There are two items. One is restoration 
of the increase that we asked for in the record management staff of 
GSA. 

We asked for $150,000 and the House allowed $75,000. We should 
like to have that $75,000 restored. 

We also ask for restoration of the $200,000 item which was elimi- 
nated entirely by the House for records management surveys by 
private management concerns. We ask for the restoration of the 
moneys in both items because we want to launch a records program 
in two of the areas of record management in which we have not had 
an aggressive governmentwide program. 
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I am referring to the area that we call record creation first; and, 
secondly, to current records maintenance. 

Up to now, we have devoted our attention in line with the recom- 
mendations of the first Hoover Commission, to the area of records 
management known as records disposition, a planned, orderly, syste- 
matic program for the elimination of useless files. That program, we 
believe, has been successful and we are ready to move on into these 
other two areas. These are the two expensive areas. 

You will recall, Mr. Chairman, that the staff of the Senate Appro- 
priations Committee 2 years ago made an investigation of the overall 
cost of records management and came to an estimate that it was 
costing the Government something libs $4 billion a year in all phases 
of paperwork operations. That estimate was verified by the find- 
ings of the task force of the second Hoover Commission which went 
into the subject in greater detail. They indicated that of the $4 
billion, about 1 percent was going into this area of disposition which 
we feel we have pretty well under control. 

In other words, the large bulk of the money being spent is going 
into the two areas—records creation and the kee ping of records in 
the current files. 

We are asking for the money to initiate the program. The second 
Hoover Commission had three things to say. One was that what 
we have done in GSA so far was fine, but, secondly, that we had not 
gone far enough and fast enough in the two areas indicated and, 
thirdly, that if all Government agencies would improve their paper- 
work operations to the fullest extent, there were possible annual sav- 
ings to the extent of $250 million. 


EXAMPLES OF SAVINGS 


We agree that there are large savings in these areas, because our 
own work in the past 2 or 3 years has indicated the type of savings. 
For instance, in one Internal Revenue office in Baltimore, a c orrespond- 
ence improvement project effected savings to the tune of about $150,000 
annually. That same improvement is being extended to the other 
district offices and the total savings will probably be on the order of 
$5 million a year. 

We are just completing a comprehensive paperwork study in the 
Passport Office of the Department of State. I think a recent report 
by the Senate Government Operations Committee indicates the suc- 

cessful nature of that operation, particularly in streamlining and 
improving the paperwork operations. 

We have gotten $75,000 additional from the House, and we appre- 
ciate that, but we feel it is a half step and we ought to take a full 
step. We should like also to have the $200,000 that we requested 
for intensive surveys in paperwork management by outside firms. 


SURVEYS BY OUTSIDE FIRMS 


Senator ELLENpeR. How does that work differ from the work you 
have just been talking about? 

Mr. Baumer. In many respects, Senator, it is exactly the same. 

Senator Ex.tenper. That is what I thought. What you want is 
authority to hire people to do what you are now doing? 
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Mr. Baumer. To do more than we are now doing. 

Senator ELLenper. But it is all in the same line? 

Mr. Baumer. Along the same line, essentially; yes. You will re- 
call, Senator, 2 years ago after the staff of this committee made an 
investigation of the cost of records management that an appropriation 
of $300,000 for surveys by outside professional firms was made by 
the Congress. We have reported quarterly to you on the results of 
those surveys, and I think that they indicate it is money well spent. 

Senator ELLENDER. Was any work of this character ever undertaken 
before? 

Mr. Baumer. Not by General Services Administration. There was 
some that came close to this in other areas by individual agencies. 

Senator ELLENDER. But this is the first time that you have asked for 
money to employ private firms or corporations to do this work? 

Mr. Baumer. Yes, sir. It is the first time it was included in our 
budget estimates. 

Senator ELttenper. How would that be handled ? 

Mr. Baumer. The $300,000 was initiated by the Senate Appropria- 
tions Committee. We did not request that. 

Senator Magnuson. That was last year? 

Mr. Baumer. That was for our 1955 budget. 

Senator Macnuson. That is correct. 

Mr. Baumer. We have given our reports to you. 


PROGRESS REPORT 


Senator Macnuson. We will put in the record your progress report 
cf February 17 for this year. 
(The information referred to follows:) 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., February 17, 1956. 
Re records management surveys. 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 


DEAR Mr. CHAIRMAN: This progress report for the quarter ending December 
31, 1955, covering records management survey work by private contractors, is 
submitted as required by Public Law 663, 83d Congress. 

The surveys begun under this contract authority have been completed, except 
for one project (survey of records centers systems by Leahy & Co.) that is 
scheduled for completion during the present quarter. 

The attached tables show that recommendations already accepted should lead 
to savings of $4,194,000, of which $391,000 represents savings in personnel and 
$3,803,000 represents savings in space and equipment. This total is a slight 
increase of about $60,000 over the savings shown in the last quarterly report. 

As you will notice from these tables, agencies are continuing studies of many 
of the individual recommendations and have promised final reports on them at 
varying times during the present calendar year. For that reason we may logi- 
cally expect further increases in the estimates of savings to be realized from these 
surveys as these studies are completed, but of course we cannot predict the extent 
of these increases. 

A further report of the GSA followup of the agencies in implementing recom- 
mendations will be prepared for the committee covering the quarter ending 
March 31, 1956. 

Cordially yours, 
EDMUND F. MANSuRE, Administrator. 
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a SAVINGS INDICATED 
Mr. Banser. The latest report indicates a return in savings of 


IH 


mething less than $15 to each $1 spent. 

Senator ELLENDER. I will go back to the original question. What 
bout that $300,000 that was made available to you! 

Mr. Baumer. That was put in our 1955 appropriation act, in the 
lendar vear 1954. That item was initiated in the Senate as a result 
$ of the investigation made by the Senate committee staff. 

~enator ELLENDER. Was that money utilized by you to employ 
private concerns / 

Mr. Banner. Yes, sir. 

Senator ELtenper. And you propose to use this $200,000 in a 
similar fashion ? 

Mr. Baumer. That is correct, Senator. 


2 Rak 


ake 


nabaiich 


SFR aan 


LETTER FROM SENATOR M CLELLAN 


Senator Macnuson. I will also place in the record a letter from 
the chairman of the Government Operations Committee, Senator 
McClellan, urging that this program be continued. 

The letter referred to follows:) 



























| r ~ ‘ a = 
(s TRE (54 . () a 
Hon. Warren G. MaGnvson, 
United States Senate, Washington, D.C 

Desk Senator Macnuson: You m recall that the Senate Committee o1 

propriations authorized an appropriation of $500,000 in the Supplement 
Appropriations Act of 1955 for the fiscal year of 1955, to the General Services 

& Administration to contract with private concerns for studies of records manage- 
4 nent and records disposal practices of Federal agencies. This authorizat 
; as reduced to $300,000 in conference 

At my direction, the staff of the Senate Committee on Government Opera- 

ns recently made an analysis of the results attained under the records mar 
igement survey program initiated by GSA under this appropriation I an 

taching a staff memorandum. dated December 29, 1 nich con ns 
<ummary of the facts developed as a result of this staff study \ rding to this 
taff report, savings, estimated by the GSA to aggregate $10 to $2) for every $1 
pended under the records management survey program, have been realized 
The contractors who performed these surveys have indicated that savings far 
; nm excess of these estimates will be realized when their recommendations are 
fully implemented. 

The Bureau of the Budget submitted a request for $200,000 for t f 
this program during the fical year 1957. It is my ut ling. however, that 
the chairman of the House subcommittee, in con s pr s “ok the 

¥ lew that, since the 1955 appropriation had origi the Senate, further 
4 sctign should be initiated in the Senate. 

& I truet that your subcommittee will give this matter careful consideratior 
¢ th a view to providing appropriate funds to the GSA for the continuation of 

% program during the next fiscal year. Representatives of the GSA. who are 
f ar with the program, are prepared to supply full details regarding its 

peration. Should you desire, I shall also be glad to direct the staff of the 
(committee on Government Operations to cooperate with of yours m 

ttee in the development of any further information t be of he t 

a in this connection. 

With kind regards and best wishes. I am 

Sincerely yours, 
JouNn L. McCrerian, Chairman 
4 
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SENATE COMMITTEE ON GOVERNMENT OPERATIONS 
STAFF MeMoRANDUM No. 84-1-—40, DecemBeErR 29, 1955 


Subject: Records Management Surveys, General Services Administration. 


At the direction of the chairman, the staff has conducted a brief study of 
the records management survey program initiated by the General Services 
Administration, under the authority of Public Law 663, 883d Congress, pursuant 
to its records management responsibilities as originally recommended by this 
committee and incorporated in the Federal Records Act of 1950 (Public Law 
754, Sist Congress). Section 508 of that act authorizes the Administrator to 
obtain reports from Federal agencies on their records management programs, 
under such regulations as he may prescribe, and to report violations to the 
President and the Congress. 

This memorandum includes a brief analysis and evaluation of the GSA reports 
relative to its experience with records management surveys conducted by private 
firms under five contracts, the estimated savings to the Government from an 
appropriation of $300,000 for this program in the fiscal year of 1955, and a 
report from the Bureau of the Budget as to the present status of the program, 


BACKGROUND 


A report of its Investigation Division, entitled “Creation and Management 
of United States Government Records,” submitted to the Senate Committee on 
Appropriations in July 1954, concluded that outside surveys are preferable to 
internal studies “for the reason that the subject is one requiring objectivity of 
judgment, which can only be exercised by disinterested outside groups whose 
main interest is savings on a dollar and cents basis, and whose trained personnel 
are free from departmental self-interest.” 

The Senate Committee on Appropriations proposed an amendment to the 
Supplemental Appropriations Act of 1955 to authorize the expenditure of $500,000 
for that fiscal vear, to activate this staff recommendation and in an attempt to 
reduce the annual cost to the United States Government of records management 
of approximately $4 billion. The committee, in support of the appropriation 
(S. Rept. 2034, 88d Cong.) stated that “it is the intention of the committee that 
the Administrator contract with private records management specialists for 
surveys of Government agencies to cover the creation, management and disposal 
of Government records. * * * The committee believes that the Administrator 
of General Services should have broad authority in handling this program and 
has so provided in this legislation. * * * It is the hope of the committee that 
the organizational improvements resulting will be such that permanent economies 
may be effected and future accumulation of records will be sharply curtailed.” 
This proposed appropriation was reduced, in conference, to $300,000 (Public Law 
663, 88d Cong.). 

At hearings before the Subcommittee of the Committee on Appropriations on 
Independent Offices Appropriations, 1956 (H. R. 5240, pp. 151-157), testimony 
was developed with reference to surveys authorized under this program for 
improvement of paperwork management. The first quarterly report of GSA 
was submitted to the subcommittee at this hearing, accounting for the expendi- 
ture of the funds provided, which covered records surveys of certain operations 
of the Veterans’ Administration, Interstate Commerce Commission, Bureau of 
Indian Affairs, and the Bureau of Employees’ Compensation (Department of 
Labor). This report indicated estimated savings (hy the contractors) of “almost 
$3 million in personnel, as well as release of filing equipment with a replace- 
ment value of $1,250,000, and the release of space worth over $400,000.” 

The General Services Administrator submitted to the Director of the Bureau 
of the Budget, under date of April 26, 1955, a request for additional funds, to 
be included as a supplemental appropriation, for the continuation of the program 
for management surveys of Government records for fiscal year 1956. The item 
was not submitted to the Congress by the Bureau of the Budget, but the Senate 
Committee on Appropriations included a recommendation for continuation of 
the program and proposed the appropriation of $300,000 additional funds in its 
report to the Senate (hearings on H. R. 7278, supplemental appropriation bill, 
1956, p. 762). In its report (S. Rept. 1094, p. 22), the committee concluded: 
“The quarterly reports received by the committee indicate substantial savings 
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already achieved, in the order of 10 to 1 for the funds provided for such surveys, 
with further savings to be derived when the recommendations resulting from 
the surveys are fully implemented. * * * In view of the very substantial 
economies, involving many millions of dollars, which should be effected by im- 
proving Government practices in this series of surveys, the committee feels that 
the Administrator of General Services should continue this survey program 
and continue to provide detailed quarterly reports to the Appropriations Com- 
mittees of the Congress so that progress can be followed closely. As stated 
last year, it is the hope of the committee that the organizational improvements 
resulting will be such that permanent economies may be effected and future 
accumulation of records will be sharply curtailed.” The item was stricken in 
conference since the Bureau of the Budget had not recommended approval. 


STAFF CONFERENCES 


Pursuant to the chairman’s directive, the staff held conferences with repre- 
sentatives of the General Services Administration (Mr. J. H. Macomber, Jr., 
Associate General Counsel; Mr. Wayne C. Grover, Archivist of the United States ; 
Mr. Robert H. Bahmer, Assistant Archivist of the United States; and Mr. Everett 
O. Alldredge, Chief, Records Management Division, National Archives and 
Records Service), and of the Bureau of the Budget (Mr. Robert E. Merriam, 
Assistant to the Director, and Mr. William Finan, Assistant Director for Man- 
agement and Organization). These agencies agreed to supply full information 
regarding savings and improvements in records management resulting from 
these surveys, and the Bureau of the Budget was requested to submit to the 
committee information as to the status of GSA requests for funds to continue 
this program. 


REPORTS OF GENERAL SERVICES ADMINISTRATION 


The Administrator of General Services submitted to the chairman of this 
committee, pursuant to the staff’s request, the following report, dated November 
28, 1955: 

“Your staff has requested a brief survey and evaluation of our experience 
with records management surveys conducted by private firms. You will recall 
that under Public Law 633, 83d Congress, the General Services Administration 
received $300,000 for this purpose, and subsequently entered into 5 contracts 
with 4 companies. 

“Four of the surveys have now been completed. The results to date demon- 
strate substantial savings to the Government. The basis for savings thus far 
realized are those outlined in the recent Hoover Commission Task Force Report 
on Paperwork Management: less personnel required for an operation, less space, 
and freeing of office equipment through reduction in records holdings. 

“From the expenditure of the $300,000 referred to above, there has already 
been achieved savings in excess of $4 million, as follows: 
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“The personnel and most of the space savings will recur annually. Equip- 
ment released for reuse represents one-time savings. 

“We originally estimated that savings in terms of dollars would be in a 
ratio of at least 10 to 1—$10 saved for $1 spent. This ratio has already been 
exceeded. While the total estimates of savings made by the contractors, $18 
million, is probably high, we now estimate that savings will be nearer 20 to 1 
than 10 to 1. 

“Some recommendations are designed to improve the quality and quicken 
the pace of Government business. The surveys thus achieve greater efficiency 
as well as economy. 

“Here are some specific examples from among the dozens of recommendations 


to indicate the variety and nature of recommendations made and in process 
of application. 
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Recommendations Results 


Interstate Commerce Commission: Combine | Release of 6 employees. Release of 5,000 square feet 


Motor Carriers Tariff files and relocate Rail- of office space. Make unnecessary purchase of new 
way Tariff file. | filing equipment. 

Veterans’ Administration: Transfer inactive in- | Release of 8 employees; 60,000 square feet space; and 
surance cases to GSA records centers; revise 5,000 cabinets. 


use of folders. | 

Veterans’ Administration: Transfer Columbus | Release of 97 employees; 185,000 square feet space; 
Records Center Operations to GSA. | 70,000 transfer cases and 8,000 cabinets to Defense. 

| Annual savings of $800,000. 

Railroad Retirement Board: Replace quarterly Reduces incoming reports of wage earners by 4 million 
with annual reporting of wages by carriers. thereby reducing to a like amount the reporting re- 

quirements on industry. Reduce personnel costs 
and tabulating machine rental by $100,000 annually. 

Bureau of Employees Compensation: Improve | Release of 2 employees in Claims Branch. Annual 
correspondence in Claims Branch. | savings of $6,500. 

Veterans’ Administration: Simplification of Release of 18 employees. Annual savings of $70,000. 
“RS” insurance application paperwork. 

Eliminate preparation of 600,000 certificates. Reduces 
processing time of appraisal reports by 7 days. An- 
nual personnel savings to be determined after test 
now being conducted. 


Veterans’ Administration: Consolidation of ap- 
praisal report and certificate of reasonable value 
in loan guaranty program. 





“Records management surveys by private firms, it should be emphasized, pro- 
vide a means of assisting individual agencies to go faster and farther into the 
field of paperwork management than they could otherwise go. The private firm 
temporarily augments an agency’s records management staff and gives its paper- 
work problems a fresh and authoritative look from the outside. 

“In some cases the agencies are maintaining that recommendations made by 
the contractors covered areas already under investigation in the agency and 
the contractor should not be given credit for the improvements made or contem- 
plated. Some $4 million of contractor-estimated savings are questioned by the 
Veterans’ Administration on these grounds. The important point is, of course, 
that the improvements can be and are being made, a fact which shows that 
paperwork management surveys produce results. 

“Our experience indicates that these surveys are fully productive only when 
the survey is closely monitored and when there is intensive follow-through on the 
recommendations. The General Services Administration has supplied these 
requirements through its records management staff. This staff, which is con- 
cerned with the long-time program of records management, audits, agency pro- 
grams, provides standards and guides, trains agency personnel, works on problems 
common tO many agencies, and provides an effective means for the monitoring 
and followup of one-time intensive surveys by private management firms.” 

The Administrator of General Services submitted a quarterly report, on records 
management under date of December 1, 1955, pursuant to the provisions of 
Public Law 663, 88d Congress. (See appendix A.) Other reports were filed on 
April 26 and August 10, 1955, covering the two preceding quarters. 


REPORT OF THE BUREAU OF THE BUDGET 


In response to the request of the staff, the Director of the Bureau of the 
Budget submitted a letter to the chairman under date of December 28, 1955, 
from which the following is quoted: 

“We have been carefully analyzing the recommendations of the Hoover Com- 
mission in this area (paperwork Management surveys) with a view to imple- 
menting as many of their suggestions as possible. The President, I feel confident, 
will have some recommendations to make in this regard in his proposed budget 
for 1957 which should provide the means to carry forward this important work. 

“TI have been informed by the staff of your committee that copies of this report 
will be made available by you to members of the Appropriations Committee. 
In accordance with our understanding with the staff I am sending a copy of the 
report to the House Appropriations Committee.” 

The Director also submitted a report of management projects financed by 
the President’s expenses of management improvement appropriation, which 
included $500,000 in the Supplemental Appropriation Act of 1954, and $300,000 
in the Independent Offices Appropriation Act of 1955. This report listed 11 proj- 
ects financed by the appropriation under the direction of the Bureau. (See list 
of projects in appendix B.) The Director reported that 4 of the 11 projects 
financed by the appropriation have been undertaken by the Bureau, and other 
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projects have been the responsibility of agencies receiving allocations made 
from the appropriation by the Director under authority delegated to him by the 
President. The Director also submitted the following conclusions concerning 
the results obtained from these management surveys: 

“A number of these projects have reached a point where results can be identi- 
fied. The accomplishments and savings shown in the enclosed report, which 
are verified by the agencies concerned, illustrate the kind of results being realized 
In this connection, I want to emphasize that the accomplishments and savings 
being realized are not, of course, always the original product of the projects 
themselves and that the agencies deserve the credit for their realization. The 
projects, however, have at a minimum served as an important impetus to prompt 
and beneficial actions. The role of the Bureau of the Budget has been one of 
reviewing and assuring the worth of proposed projects, assisting in and reviewing 
work in process, and following through with the agencies concerned in reviewing 
recommendations, scheduling actions for improvement and appraising results 
achieved.” 

Outlines of each of the projects, as reported by the Bureau, have been made a 
part of the committee’s files and are available to members of the committee. A 
copy has also been submitted to the Senate Committee on Appropriations. The 
House Committee on Government Operations has requested reports on manage- 
ment surveys or projects conducted by all agencies of the executive branch of 
the Government during the last 3 years, similar to a report compiled and sub- 
mitted to this committee by the Bureau of the Budget in 1952, covering the 
vears 1947 through 1951. The Bureau of the Budget has been requested to 
furnish a copy of the broader report to this committee as soon as it has been 
compiled and submitted to the House Committee on Government Operations. 


SUMMARY 


The appropriation of $300,000 to the GSA for records management surveys has, 
according to the estimates compiled by the GSA and the agencies for whom the 
surveys were conducted, resulted in savings of from $15 to $20 for each dollar 
expended. The contractors’ estimates of savings totals approximately $18 million, 
of $60 for each $1 expended. The Hoover Commission, and other sources, 
indicate that present Federal expenditures for paperwork total from $4 billion 
to $5 billion annually. 

A request for additional funds to continue the program has been submitted 
to the Bureau of the Budget by GSA. The Director of the Bureau of the Budget 
has not informed the committee specifically as to what action will be taken on 
this request, but has advised the chairman that “The President, I feel confident 
will have some recommendations to make in this regard in his proposed budget 
for 1957 which should provide the means to carry forward this important work.” 

The Committees on Appropriations may be called upon to determine how 
additional funds may be expended—whether by the General Services Adminis- 
tration or under the direction of the Bureau of the Budget. The Federal Records 
Act of 1950 vests control over records management programs in the General 
Services Administration. When the original act was being considered by the 
Congress, the staff of this committee consulted with the Bureau of the Budget. 
Representatives of the Bureau not only recommended that the Administrator 
of General Services be directed to make recommendations to agencies of the 
Government with respect to records management, but also assisted in the drafting 
of those provisions of the act (sec. 508 (b)) giving effect to its recommendations, 
as well as other sections of the act which vest control over Federal records in 
the Administrator. In line with these objectives as prescribed by the Congress, 
the Administrator reports that “these surveys are fully productive only when 
the survey is closely maintained and when there is intensive follow through on 
the recommendations”, and that the GSA records management staff “provides 
an effective means for monitoring and followup of one-time extensive surveys by 
private management firms.” 

Watter L. ReynowDs, Staff Director. 
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APPENDIX A 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., December 1, 1955. 
Re Records Management Surveys. 
Hon. JoHN L. MCCLELLAN, 
Chairman, Committee on Government Operations, 
United States Senate, Washington, D. C. 

DreaR SENATOR MCCLELLAN: This progress report for the quarter ending Sep- 
tember 30, 1955, covering records management survey work by contractors, has 
been submitted to the congressional Appropriations Committees as required by 
Public Law 663, 83d Congress. It is also being transmitted for your information. 

The surveys begun under contract authority have been completed, except for 
one project (survey of records center systems by Leahy & Co.). ‘The results 
demonstrate the considerable savings in time and money possible to the Govern- 
ment through a paperwork management program such as that promoted by the 
General Services Administration. 

As can be seen from the attached tables and final reports of the completed con- 
tracts, recommendations already accepted should lead to savings of more than 
$4 million, of which $357,000 relates to fewer employees required for operations, 
while $3,775,000 is due to space and equipment released for other use through 
reductions in records holdings. This is an excellent return from the $300,000 
invested in contractors’ time, plus the time of GSA project monitors, and it is 
a return that will get larger if more recommendations are accepted. 

Many recommendations are still under consideration while the agencies evalu- 
ate their workability. A few have been rejected. The contractors originally 
estimated that if all their recommendations were accepted there would be a total 
potential savings of over $18 million to the Government. Of this, some $13 
million represented recommendations involving reductions in personnel, with 
the remainder based upon lessened space and equipment needs. 

The attached tabulations comprise reports on five surveys, as follows:?* 

(a) Survey of insurance-type operations by Lester B. Knight & Associates, 
Ine., comprising work in the Railroad Retirement Board, the Bureau of Old Age 
and Survivors Insurance of the Social Security Administration, the Retirement 
Division of the Civil Service Commission, and the Bureau of Employees Com- 
pensation. Savings estimated by the contractor were set at $3,623,500, of which 
the agencies have agreed to $119,000 to date. The cost of this contract was 
$37,400, with 5 different reports being received from the contractor. 

(b) Survey of Veterans’ Administration by Records Engineering, Inc. Here 
the contractor estimated savings at $13,593,955, of which $3,919,784 has been con- 
curred in to date. The cost of this contract was $146,500, with the contractor 
submitting 23 reports. 

(c) Survey of records center systems of Department of Defense and GSA 
by Leahy & Co. This contract is still continuing, with submission of the final 
report set for December 15, 1955. 

(d) Survey of the reporting system of the Bureau of Indian Affairs by Robert 
F. Miller & Associates. The contractor estimated the savings at $198,500, of 
which $10,000 has been already realized. Contract cost was $28,700, and 22 
reports were submitted by the contractor. 

(e) Survey of Interstate Commerce Commission by Records Engineering, Inc. 
The contractor estimated savings of $830,528, of which $84,276 has been con- 
curred in. The contract cost was $48,000, and represented the submission of 20 
reports by the contractor. 

It should be noted that a number of important recommendations arising from 
each survey have an efficiency, rather than a monetary, value and are therefore 
not reflected in the tabulations. Such recommendations generally are for the 
purpose of quickening the pace of Government business and improving its quality. 
The cases in point are found in the summaries of reports attached. 

A further report of GSA followup of the agencies in implementing recom- 
mendations will be prepared for the committee covering the quarter ending 
December 31, 1955. The GSA followup, of course, is an important feature in 
making certain that the consultants’ reports are not tabled or otherwise ignored. 

Cordially yours, 
EDMUND F. MANSURE, Administrator. 


These detailed tabulations have been incorporated in the files of this committee. 
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APPENDIX B 


PROJECTS FINANCED BY ALLOCATIONS FROM THE APPROPRIATION “EXPENSES OF 
MANAGEMENT IMPROVEMENT” AS REPORTED BY THE BUREAU OF THE BUDGET 


- 1. Management of the Federal Trade Commission. 


2. Organization and management of the Federal Power Commission. 


3. Federal surplus real property disposal. 


4. Administrative management services of the Department of Health, Educa- 
tion, and Welfare. 

5. Organization and management of Treasury Department Fiscal Service 

6. Building space for the Presidency. 

7. End-use of economic and commercial data reported by the Foreign Service. 

8. Accounting procedures for Title I home modernization and repair program 
of the Federal Housing Administration. 

9. Organization and management of the Housing and Home Finance Agency. 

10. Organization and management of the General Services Administration. 

11. Comptroller’s activities of the Federal Housing Administration. 


NoTp.—Details as to management contractor performing the service, cost, duration, and 
highlights of savingg and improvements in administration resulting from these surveys are 
incorporated in the files of this committee, and of the Senate and House Committees on 
Appropriations. 


HOUSE COMMENT 


Senator Maanuson. The House says this— 

The General Services Administration is now staffed with expert personnel in 
its records centers who are capable of accomplishing the same results. If a 
special program is necessary, the committee will consider a decrease in funds 
for such records activities. 


What have you to say on that? 


DIFFERENCE BETWEEN RECORDS CENTERS AND RECORDS MANAGEMENT 
SURVEYS 


Mr. Baumer. May I indicate that our records centers are an opera- 
tion for the economic and efficient administration of records that have 
to be kept for a certain time and cannot be destroyed. They are an 
operation entirely apart from surveys no matter who makes them. 
That comes within the area that I call records disposition, the eco- 
nomical housing and the orderly elimination of records. Our records 
centers are not staffed with records management experts who can 
professionally survey the fields of records creation and paperwork 
management. These areas deal with such things as correspondence 
management, forms management, reports management, file operations, 
file room layout, file room supplies, and so on. The records centers 
provide inexpensive facilities for temporary custody of records until 
they can be legally disposed of. 

Senator Magnuson. Is not a lot of this the disposal of papers, too, 
that clutter up ? 

Mr. Baumer. One whole area of records management for which 
we feel we have established a successful program and are operating 
a successful program deals largely with the elimination of the useless 
files, the ticketing for permanent retention in the National Archives 
of the files of permanent value, and then the cheap warehousing and 
economical administration in our records centers of files such as in- 
come-tax returns that have to be kept for a period, but not forever. In 
other words, we afford the means in these facilities for the economical 
administration of noncurrent files. Records creation deals with the 
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problem of creating fewer records, fewer letters—birth control, if you 
will, of records—better forms management, that is keeping down the 
volume of records. 

We estimate that probably in the neighborhood of 4 million cubic 
feet of records a year are created. 

Senator Maenuson. And the ultimate disposal of what we call use- 
less documents. We used to have a committee in the Senate for the 
disposal of useless executive papers. 

Mr. Baumer. There is still a Joint Committee on the Disposal of 
Executive Papers. That is the body that authorizes the disposition of 
files of the Federal Government. 


LOCATION OF REGIONAL RECORDS CENTERS 


Senator Dirksen. Where are these regional record centers located ? 

Mr. Baumer. We have one in each region and mm some of the 
regions we have annexes. We have 1 center in Boston, 1 in New 
York with an annex in Philadelphia. We have a center here in Wash- 
ington; actually, it is in 3 locations: 1 is in Atlanta, 1 in Kansas City, 
1 in Chicago, - in Denver, 1 in Fort Worth, with an annex in New 
Orleans, 1 in San Francisco with annexes in Los Angeles and Hono- 
lulu, and 1 in Seattle with an annex in Portland. 

We have a special center for the record of separated civilian per- 
sonnel at St. Louis, Mo. 

Senator Magnuson. How many of those are Government build- 
ings ¢ 

Mr. AncEL. Five are as rented space and the rest of them are 
Government-owned. 

Senator Maanuson. As was testified here before, I suppose the 
program entails phasing-in when you know these are going to be 
permanent centers, to Government buildings? 

Mr. Anceu. Yes, sir. We accompanied Federal supply into Sands 
Point at Seattle, for example. 


TOTAL EMPLOYEES PER CENTER 


Senator Dirksen. How many people on the average are employed 
in each center ¢ 

Mr. Baumer. I think the average is about 20. I believe we have a 
total number of perhaps 300 people all told, in the regional records 
centers. Right now we have 594 people. That includes about 260 in 
the special St. Louis center. 

Mr. Ance. It would average about 30 per regional center. 


AGENCIES SERVED BY RECORDS CENTERS 


Senator Macncson. Why is the St. Louis center so big? 

Mr. Baumer. That is a big clerical operation. It has the files of 
all of the civilian personnel that have been separated from the Gov- 
ernment. There are some thirty-odd million files there. The services 
run in the neighborhood of 650,000 a year, to investigative agencies 
such as the Civil Service Commission, the FBI, rehire cases, employ- 
ment history cases, and so on. That is a very big clerical operation. 
Almost half of all our center personnel are in “that one location. 





he eM hat Sas 


Bit AT RTI ay a865050 











elena, > Site. Mts. iT SBOE 


~ Arantlopiee 


ae Nine 


INDEPENDENT OFFICES APPROPRIATIONS, 1957 281 


Senator Magnuson. Do you handle the records for all of the depart- 
ments now or just part of them ? 

Mr. Baumer. Our record center for civilian personnel is for all. 
Our regional records centers as distinct from this special one, now 
handle practically all of the records of the agencies of the Govern- 
ment, with the exception of the Department of Defense, the General 
Accounting Office, and the Atomic Energy Commission, which have 
records centers operations run by their own agencies. 

Senator Magnuson. Do you handle Internal Revenue? 

Mr. Baumer. Yes, sir. And we handle about half of the General 
Accounting Office as well. 

Senator Magnuson. Is not the ultimate goal there, too, to be able 
to handle all the records? 

Mr. Banner. Insofar as it is judged to be economical to the Gov- 
ernment; yes. We have been eliminating individual records centers 
where we have felt that our service can be performed more effectively 
and economically for Government. 

Senator Magnuson. Do you have the authority to do that? Sup- 
pose an agency wanted to handle their own records? 

Mr. Baumer. I would say in this area we have the authority. An 
agency cannot establish a records center of their own without the 
approv al of the Administrator of General Services. 

Senator Magnuson. Do you have authority to take them away from 
them ? 

Mr. Baumer. We have not raised that point. We have not had 
to, because generally by negotiation and discussion we have been able 
to sell our program to the agencies and take over their operations 
without invoking our authority. We feel that the authority of com- 
petence and effectiveness is better than a big stick in this matter. 

Senator Dirksen. Are there any records left in these temporary 
storages ? 

Mr. Baumer. I do not know what areas you are speaking of. 

Senator Dirksen. When Archives began, there were records clut- 
tered around in one storeroom after another. 

Mr. Baumer. I should say that by and large we have cleaned out 
most of the attics, basements, and garages and all of the out-of-the-way 
places to which agencies sent their records. 

Mr. Ancex. Practically all of those pockets have now been cleaned 
up. We still have to patrol them because they get filled up again. 


DISPOSAL OF RECORDS AS WASTEPAPER 


Senator ELtenper. What do you do with excess paper ? 

Mr. Baumer. It is sold as wastepaper. 

Senator ELLENDER. Where does the money go? 

Mr. Baumer. It is covered into the Treasury, in miscellaneous 
rec ‘eipts. 

Senator ELLeNpDER. You ought to be able to find enough paper there 
to pay the expenses. 

Mr. Baumer. The biggest item of carloadings out of Washington 
IS Wastepaper. 
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MICROFILMING POLICY 


Senator Dirksen. What percentage of your records are microfilmed ? 

Mr. Baumer. Actually, a very small percentage is microfilmed. We 
have this policy concerning microfilming: That we do not microfilm 
records for the sake of keeping them if we can keep them in records 
center storage during their lifetime. So it pretty much narrows the 
field of microfilming to a class of records that have to be kept a very 
considerable period or permanently. As our space in the National 
Archives becomes more and more filled up, we will have to come to 
Congress for some money to microfilm the permanent records in the 
National Archives of the United States. There are a number of good 
microfilming projects, but a very small percentage of the total records 
of the Government is actually being microfilmed. 

Senator Dirksen. Which agency is the principal offender, accord- 
ing to the second Hoover Commission report, in filling up filing cabi- 
nets and sticking them around? I do not know how many thousands 
of acres of filing cabinets are supposed to be filled with records now. 
I saw the report the other day. Does Archives lead the list? 

Mr. Baumer. We have about 800,000 cubic feet of records in the 
National Archives. 

Senator Dirksen. And in your records centers? 

Mr. Baumer. In the records centers, including the St. Louis cen 
ter, it runs over 3 million feet. 


ECONOMIES BY RECOVERY OF FILING EQUIPMENT 


Mr. Ancen. We put back into circulation each year, by virtue of 
emptying filing cabinets and transferring records to the centers, an 
average of 50,000 cabinets. We store our records in the centers in 
cardboard boxes on steel shelves. 

Senator Dirksen. I cannot very well express what a filing cabinet 
will hold. 

Mr. Banner. About 7 cubic feet. If I indicate that the total hold- 
ings of the Government are in the neighborhood of 23.6 million cubic 
feet and if vou divide that by 7, you will get 314 million filing cabinets, 
which would stretch an awful long way if they were put side by side. 

Senator Dirksen. How many do you have? 

Mr. Banner. Do you mean in the National Archives and in the 
records centers? 

Senator Drrxsen. Yes. 

Mr. Baumer. We have a litle over 100,000 cabinets full in the 
National Archives. 

Mr. Ancrn. Those are not cabinets. 

Mr. Barner. We do not have any cabinets in the National Archives. 

Senator Maenuson. Of the 23 million, how many do you have under 
your custody ? 

Mr. Banner. We have about 800,000 cubic in the National Archives, 
and about 3.2 million in our records centers. 

Senator Magnuson. So you only have about 4 million of the 23 
million ? 

Mr. Banner. That is right. 

Senator Maenrson. And that is as of now? 

Mr. Baumer. Yes. 
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Senator Dirksen. The Government has the equivalent of 3 million 
filing cabinets full of records stored one way or another? 

Senator Magnuson. Three and a half million. 

Mr. Baumer. That is right. Of course they are not all in filing 
cabinets, because when we count in the Department of Defense records 
centers, and the other centers, about 36 percent of all Government 
records, that is, of the 23 million, are in records centers, and one way 
you get economical storage there is by releasing the filing cabinets and 
going to a cheaper type of equipment—e ardboard boxes, and shelvi Ing, 
and better space utilization, because the records are racked up clear 
to the ceiling. 


RECORDS MANAGEMENT ASSISTANCE GIVEN TO CONGRESS 


Senator Magnuson. Would you fellows take a job up here on the 
Hill in some Senator’s office ? 

Mr. Baumer. Senator, we have one man on Mr. Angel’s staff, who 
for the last 2 years, has spent almost full time working with Senate 
committees, and I think on occasion with the individual Senator’s 
records problems. 

Senator ELLeNpEeR. How does he operate. Does a Senator apply 
for his services ? 

Mr. Ance.. We have a waiting list, Senator. But we have satis- 
fied most demands on the basis oF ietiat. 

Senator Magnuson. It has been suggested here in our Appropria- 
tions Committee, in the legislative appropriations, that we purchase 
microfilming equipment, a “central piece of equipment, and that Sen- 
ators, offices ‘or committees could take their records down there, as many 
as they wished, and microfilm them, and it would help solve the situa- 
tion up here. Do you think that would be feasible? 

Mr. Baumer. It might be. 

Senator Magnuson. It would not be to give each one that, but to 
have a central place. 

Mr. Baumer. It might be. I would not want to express a definite 
opinion until one of us has a chance to study the problem. 

Senator Magnuson. Is that costly ? 


COST OF MICROFILMING 


Mr. Baumer. Microfilming is by and large a costly operation. It 
varies according to the type and nature of the material to be filmed. 
But it can run all the way from $20 a drawer or $80 a cabinet on up to 
several times that. A good average figure would be about $15 a cubic 
foot, which would mean about $92.50 per file drawer. That is for 
all ty pes of material. 

Senator Magnuson. An average filing cabinet like we have would be 
four sections. 

Mr, Baumer. It would be 4 times $22.50. 

Senator Magnuson. That would oe c a to $90 for microfilming. 

Mr. Baumer. That is right. 

Sen: tor Maanuson. Is that personnel cost or cost of equipment ? 

Mr. Baumer. Largely personnel. 

Senator Macnuson. We would use our own personnel. 
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Mr. Anceu. The biggest cost is getting the material ready for the 
camera. The running cost is actually small. Getting the material in 
the proper order is what runs it up. Also, it is complic: ated if you have 
pins or clips or that sort of thing which you use to fasten the papers 
together. 

Senator Magnuson. One piece of equipment to do the job would not 
be too costly, would it ? 

Mr. Baumer. No. And the film cost is not great either. 



















OPERATING EXPENSES, TRANSPORTATION AND PUBLIC UTILITIES SERVICE 





Senator Maenuson. Let us go to amendment No. 8, which will be put 
in the record at this point. 
(The material referred to follows:) 









GSA AMENDMENT No. 8: “OPERATING EXPENSES, TRANSPORTATION, AND PUBIC 
UTILITIES SERVICE” 


PROPOSED AMENDMENT 



























On page 14, line 16: 
“$1,407,000.” 


Strike out “$1,251,100” and in insert in lieu thereof 





Budgetary data 


py ee | se nae a 7 eee $1, 407, 000 
1956 appropriate (funds all derived by transfers) : 
From Operating expenses: 


srs on aie dd Selina. Seo ae ean $464, 400 
INR sexist cae so sea <tc aSobcieiat ae cela Mace aan Ril Aes 62, 500 
OULPMECRIC BME CFITICAT TORTOTINNS. . o.oo icin nce 430, 000 
Administrative operations_______-__--~- nag laicaacicie ce sacs 180, 200 





———_ 1, 137, 100 





CONS TOGS 0 ic sd Sa een ta cde edeeenes +269, 900 









Bor Ortr OB RODOTURG 10 MOU... gk. Je en ee ccs aie 1, 251, 100 
Proposed amendment__-__--~-~- ares ha de Ue ea ea aa ee ee oa 1, 407, 000 





+155, 900 





Change from bill reported ‘to: House... . snd ksieiw nines 


LEGISLATIVE HISTORY 






1. GSA justification of budget estimates, pages 212 to 229. 
2. House hearings, pages 919 to 936. 
3. House Report No. 1847, page 10: 
“Operating erpenses, transportation and public utilities service——This is a 

new appropriation in 1957 which groups together for the first time activities in 
the transportation and utilities fields that were included as parts of other services 
in the General Services Administration in 1956. The areas of work proposed 
for financing in this new service are traffic management, furnishing freight rates 
and routing services to civil agencies, negotiating with carriers and utility com- 
panies for beneficial rates where justified, and contracting for transportation and 
public utilities services. 

The committee recommends $1,251,100 for 1957, which is an increase of $114,000 
over 1956, and $155,900 less than the budget estimate. The increased appropria- 
tion will enable the Service to expand its functions substantially, and it is 
expected that it will more than pay for itself in savings to the Government.” 


JUSTIFICATION 


Instead of expanding functions substantially as suggested in House report, the 
Transportation and Public Utilities Service will barely be able to handle increased 
transportation services necessary for increases in GSA’s own purchase programs. 
House cut will further defer centralization of transportation functions of other 
agencies into GSA, an objective of the Federal Property and Administrative 
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Services Act of 1949, as amended, and strongly recommended by both Hoover 
Commissions. It will also prevent extension of transportation service to field 
installations of other agencies where traffic originates and delay establishment 
of economical areawide public utilities contracts in additional locations. 

Technical transportation and utilities service saves money—some $13 for every 
$1 of cost. Current coverage represents about 50 percent of the area to be served. 
Restoration of $155,900 cut by the House is essential to initiate progressive exten- 
sion of service to agencies represented in the 50 percent area not now covered. 
Based on documented achievements over past several years, additional savings of 
§3.7 million over 1956 are expected to result from the full increase provided in 
the budget estimate. 

Full restoration to the budget estimate is urged. 

Amount included in budget estimate for 1957 represented a reduction of $103,- 
200 despite proposed increase of $24,600 for more complete audit of the program. 
Importance of proper and adequate management, supervision and operation of 
this tremendous program cannot be overemphasized. Experience leads to con- 
clusion that the amount in the House bill will not provide proper supervision. 

Full restoration to the amount included in budget estimates is urged. 


STATEMENT OF SENATOR BARRETT 


Mr. Fioere. Mr. Hyde will speak to this. 

Mr. Hype. Mr. Chairman, I am Herbert K. Hyde. 

Senator Maenuson. At this point in the record, before you proceed 
with your presentation, I will place in the record a statement received 
from Senator Frank A. Barrett pertaining to this subject. 

(The statement referred to follows :) 


STATEMENT OF SENATOR FRANK A. BARRETT ON H. R. 9739 
TRANSPORTATION AND PUBLIC UTILITIES SERVICE 


Mr. Chairman, my interest in appearing before this committee today is to 
take up certain provisions of H. R. 9739, the appropriations bill for independent 
offices. I wish to direct my remarks specifically to that section of the bill which 
provides funds for operating expenses for the Transportation and Public Util- 
ities Service of the General Services Administration. This item may be found 
on page 14, lines 23 through 25, and on page 15, lines 1 and 2 of the bill. 

The House approved an appropriation of $1,251,100 for 1957, which is an 
increase of $114,000 over 1956 but represents a cut of $155,900 from the budget 
estimate. I support a restoration of the House cut from the budget estimate. 

Centralization in GSA of transportation and public utilities services was 
authorized by the Federal Property and Administrative Services Act of 1949. 
However, it wasn’t until July of 1955 that experience proved the advisability of 
establishing a further centralization by organization within GSA known as 
the Transportation and Public Utilities Service. Funds were provided for 
TPUS for 1956 by transfers from other appropriations of GSA. This is the 
first year there has been a budget request for this service under the title of 
TPUS. 

I am not in agreement with the House cut, Mr. Chairman, because I believe 
GSA has already proven during the past 6 years that substantial savings to 
the Government can be realized through centralization of transportation and 
public utilities management responsibilities. It was pointed out in testimony 
before the House Appropriations Subcommittee that savings averaged $13.80 
for every $1 of cost in the transportation area and $31.30 for every $1 cost in the 
publie utilities area. 

In order to effect even greater savings to our Government in the transporta- 
tion and public utilities fields in 1957, TPUS has requested an additional $269,900 
over funds available for 1956. The work of this department, it seems to me, 
is meritorious because it is saving our Government each year many times what 
it costs to operate. With increased personnel certainly TPUS can be expected 
to assume greater responsibilities, provide expansion of services to various 
agencies and effect even greater savings in Government expenditures. 

I would like to point out, Mr. Chairman, that the responsibility for the servicing 
of practically the entire Government in the field of freight traffic and public 
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utilities management rests upon TPUS. This involves not only the resolving 
of day-to-day operational problems but also the establishment of policies, 
procedures, and practices which will assure economies and efficiencies. 

To accomplish this responsibility, information must be developed on the vari- 
ous agencies’ programs that affect transportation as well as material volume, 
commodities moved, traffic flow patterns and contract coverage with respect to 
public utilities. Material prepared in the form of guidance directives must be 
based on known conditions and must be geared to the problems of the depart- 
ments, agencies, bureaus and offices served. 

There must be a capacity to provide a convincing and logical traffic manage- 
ment approach to that segment of Government that is to be served. Service 
should only be provided when a capacity to assume the workload exists. The 
degree of accomplishment obviously is geared to personnel limitations. The 
lack of sufficient help has prevented GSA from assuming its full responsibilities 
in this area. More important, the lack of funds to employ technicians has re- 
sulted in considerable waste of taxpayers’ money through ineffective practices, 
procedures and actions in traffic and public utilities management fields. In 
spite of the limited force that has precluded adequate planning, programing, 
and a logical approach to the problem, $11 million in Government moneys was 
saved in 1955. 

The budget estimate would allow TPUS to increase its total complement of 
people to 187, an increase of 30 over its present strength. The House cut 
provides only enough funds over the 1956 available funds for slight personnel 
increases—certainly not in sufficient amounts to improve to any appreciable 
degree the present position of TPUS. 

It is interesting to note that House Report 1847 on this legislation recognized 
that the inerease allowed over the 1956 allocation is expected to “more than 
pay for itself in savings to the Government.” It seems clear to me that by 
allowing the budget estimate for this service we will be providing the means to 
accomplish even greater savings. I am certain that every member of this 
committee is as anxious as I to effect economies in Government wherever 
possible. 

I will appreciate this committee favorably considering restoration of the 
House cut in the appropriation for the Transportation and Public Utilities 
Service to the original budget estimate of $1,407,000. 


GENERAL STATEMENT 


Senator Magnuson. You may proceed, Mr. Hyde. 

Mr. Hype. Mr. Chairman, and members of the committee, I have 
a short statement I would like to read. 

Senator Magnuson. You want the restoration of $155,000. 

Mr. Hype. Yes, sir, $155,900. 

The Transportation and Public Utilities Service of GSA is re- 
sponsible for providing centralized transportation and public utilities 
management services to civilian executive agencies of the Federal 
Government as provided for under Public Law 152, as_ amended. 
This Service’s present funding cannot cope with increased demands 
generated by GSA’s expanding sales programs and as a result, must 
necessarily ‘curtail services furnished other civilian agencies and 
further defer any expansion of the latter services envisioned in the 
governmentwide concept unless additional funds are made available. 

The budget considered by the House committee contemplated 
modest increases in staffing in order to service GSA’s internal work- 


load and inaugurate a program intended to progressively extend serv- 
ices to other agencies. 


EXAMPLES OF ECONOMIES 


Examples of tangible economies effected through providing trans- 
portation and public utilities management services for fiscal 1955 are 
as follows: 
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CATEGORY AND ECONOMIES EFFECTED 


(1) Negotiated reductions in freight rates, $5.7 million; (2) em- 
ployment “and utilization of traffic mana igement methods and pro- 
cedures other than (1) above, $2.4 million; (3) public utility contract 
negotiations and simplifie ation procedures, $918,000. 

Many diversified services concerned with traffic and public-utilities 
management have been rendered which cannot be measured in terms of 
tangible economies. It should be pointed out, however, that such 
economies are equally important and necessary in the implementation 
of responsibilities delegated to the Transportation and Public Utili- 
ties Service. Representative services in this category include the em 
ployment of certain measures, preventive and otherwi ise, as follows: 

1. Coordination of procurement and traflic management. 

2. Consolidation of small shipments. 

3. Minimizing the use of premium transportation. 

4, Appearances before carrier committees and State and Fed- 

eral regulatory bodies. 

5. Loss and dam: ige control. 
Extension of areawide public utilities contracts. 
Extension of contract simplification procedures and review. 


HOOVER COMMISSION RECOMMENDATIONS 


As a guide for this forecast, primary consideration was given to the 
reports of the Commission on Reorganization of the Government. ‘The 
first Commission reports recommended strong centralized traffic man- 
agement. Although it suggested a total of 613 employees and salaries 
of $2,777,500 at the 1949 level, only a part of the recommendation was 
effected. 

The second Hoover Commission reiterated such recommendations 
pointing to certain agency exemptions in Public Law 152, the relue- 
tance of individual agencies to accept the services, the failure of ag- 
gressive action by GSA, budgetary and civil-service limitations and 
the subordinate position accorded traffic management in the GSA. 
The Transportation and Public Utilities Service is wholly in accord 
with such recommendations but can attack these problems only to the 
extent that adequate funds and personnel are made available. 

That concludes my stat®ment. 

Senator Magnuson. The purpose of this Service in GSA which was 
created in July 1955, is to correlate the tonnage and freight rates and 
negotiate with carriers to get the lowest possible rate on Government 
items being shipped by agencies or by GSA itself ? 

Mr. Hype. That is one of its important functions, sir. 


RESPONSIBILITY FOR APPEARING BEFORE ICC 


Senator Magnuson. What do you consider, Mr. Hyde, in that case 
is the statutory duty of your group or your Division, or yourself, to 
appear before the ICC in rate cases? 

Mr. Hype. Yes; we do have that responsibility and have appeared. 
For instance, we have a case, and I believe that your office is aware of 
the efforts we have made under the law to reduce the cost of freight 

rates to Alaska. 
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Senator Magnuson. Yes; I remember that case. But that was 
done in the beginning at the instance of our committee. What I am 
talking about is what does your Division do or what do you consider 
to be your duty to initiate cases before the ICC involving rates, or rate 
increases ¢ 

Mr. Hype. If we feel that the rates are too high or if we feel that 
the increase that they are seeking is completely out of line, of course 
we would go in and oppose it. 

Senator Magnuson. Would you go in representing the Govern- 
ment ? 

Mr. Hype. As a shipper. 

Senator Magnuson. You would go in as one of the shippers? 

Mr. Hype. We would go in representing the Government as a 
shipper. 

Senator Magnuson. As a shipper yourself ? 

Mr. Hype. Yes, sir. 


POSITION TAKEN IN “EX PARTE 196” 


Senator Magnuson, What did your Division do in the past yea 
on £'x parte 196? 

Mr. Hyper. We did not oppose that. We did make an appearance 
in that case. 

Senator Magnuson. For the benefit of the record, that is the case in 
which there was a general increase of 7 percent in freight rates. 

Mr. Hype. That is right. As a shipper, we did not oppose that. 
We recognized, first of all, that there had been an increase in the cost 
of supplies and w ages in excess of $500 million, and knowing that it 
liad to be paid by the shipping public including the Federal Govern- 
ment and was then several months in force and effect, we felt that any 
increase that was made or ordered by the Commission should be 
related wholly to the increased cost of labor and supplies which are 
not offset by an increased level of earnings. 

Senator Magnuson. Where did you take that position ? 

Mr. Hyver. In writing. 

Senator Maenuson. In the case? 

Mr. Hype. In the case in writing; yes. 

Senator Magnuson. Did you appear? @# 

Mr. Hype. We had a representative there. One of our lawyers, Mr. 
Dennison, was there. We took that position in writing. I can tell 
you why we took that position. 

Senator Magnuson. What I am asking is this: Did you send 
letter to the ICC in this case? 

Mr. Hyper. Yes, sir. 

Senator MacNuson. Was that it? 

Mr. Hyper. Yes, sir. 

Senator Magnuson. Mr. Dennison did not appear in the case as 
attorney of record, did he? 

Mr. Hype. I am sure that he did make an appearance over there. 
He did not testify. 

Senator Magnuson. If he did, let the record show whether he did 
or not. 

Mr. Hype. [ will say this: Iam sure that he attended the hearing. 
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Mr. Exnsorr. Mr. Chairman, we filed a petition, but we did not 
present testimony. Mr. Dennison was at the hearing but did not 
uppear or make any statement. 

Senator Magnuson. He was listed to argue the case for GSA, was 
he not, as one of the attorneys ¢ 

Mr. Exvusorr. That is correct, 

Senator Magnuson. And the record shows that he did not make any 
argument / 

Mr. Exniorr. That is correct. 

Mr. Hyper. I do not think any argument was necessary to be made, 
Mr. Chairman. 

Senator Magnuson. I just want the record to show this. I am try- 
ing to find out what your division considers to be your responsibility 
in these cases where rate increases are pending. 

Mr. Hyper. I can answer it across the board, so far as telephone, 
lights, gas, and also transportation. 

Senator Magnuson. I am dealing first with the railroads because 
I would think that most of your goods or traffic moves by rail. 

Mr. Hypr. I would not say that most of it does. About 30 per 
cent of it moves by trucks, aside from oc ean freight. 

But with reference to the intervention before the ICC, I am fully 
aware of the law that we have a statutory duty to per form in re pre 
senting the executive agencies of the Government in seeking to keep 
rates at a fair level. 

In other words, there should be no open season on the Government 
as such. But I am also faced with the facts of life. That is that 
where an industry can show as a matter of fact that there has been 
an increase in the cost of labor and supplies, certainly the shippers of 
this country, including the Government, should bear their fair share. 

Here sits a Commission up here charged with the responsibility as a 
court to determine the facts. At that point, if the Commission will 
make a finding and determine as a matter of law that the rates must be 
related to the increased cost of labor and supplies and the level of 
earnings, then I say we have discharged our duty in that regard. We 
would be subjected to criticism, in my judgment, if we went in and 
said, “The Government should not bear its fair share.” 

Senator Magnuson. I do not suggest that you do not have opinions 
yourself in the case, but in A’x part 196 the Commission had not de- 
cided. The Commission was hearing arguments as to how to decide 
whether or not the 7-percent rate increase should be granted the rail- 
roads. The Government would be the biggest shipper involved. 

Mr. Hypr. That is right. 

Senator Magnuson. And not necessarily tonnagewise, but dollar- 
wise. 

Mr. Hypr. That is correct. 

Senator MaGneuson. It may be that when the Commission made the 
decision to increase the rates, after hearing all the arguments, that you 
might have concurred with that decision as another governmental 
agency. 

My main point is whether or not you conceded it prior to the deci- 
sion, on an increase of 7 perce ob being the biggest shipper involved, 
why there was not an appearance mi ude, or an attorney of record. He 
was listed to appear and just prior to the hearing he did not appear, 
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the representative of the biggest shipper involved. That is my record 
on it. 

Mr. Hype. Mr. Chairman, I believe that it is just a difference of 
opinion whether or not a lawyer, having entered our appearance—we 
did do that—should then say, “I would like to be heard.” 

We had put everything in black and white which was essential for 
the Commission to make its decision upon insofar as we were con- 
cerned. 

Senator MaGnuson. In other words, you did not in this particular 
case oppose the request of the railroads for a 7-percent increase ? 

Mr. Hyper. No; provided, Mr. Chairman, that whatever increase 
should be ordered by the Commission should relate wholly to the 
increased cost of labor and supplies and which are not offset by an 
increased level of earnings. 

If they found that to be 5 percent, 3 percent, 6 percent, as long as 
they stayed within that bound, that was one thing. We were there 
and heard al] the testimony. I read the record myself. The record 
was evaluated each day by competent people in my shop. 

Senator EL.tenper. What effort was made to determine whether or 
not it should be 7 percent or 6 percent ? 

Mr. Hype. I will answer that, Senator 

Senator Extenper. Did you offer any evidence to show that it 
should be less than 7 percent ? 

Mr. Hype. We had the allegations in the petition by the railroads. 
We also knew that those records had been furnished the Interstate 
Commerce Commission by the railroads themselves. 

Senator ELLeNper. By those who wanted the 7 percent increase. 

Mr. Hype. But it was based upon fact, nevertheless. It was public 
knowledge that there had been increased costs in labor and in supplies. 
Therefore, it seemed to me to be good, common sense for the Govern- 
ment to take the position at that point that so long as the increase 
related solely to those two items, it would be proper for the Commission 
to make a finding in that regard, but with proper regard to the level 
of earnings of the railroads, which we expressly stated. 

Senator Magnuson. But you made no formal appearance in the 
case. You said you sent down a letter or something of that nature. 





PETITION OF INTERVENTION 


Mr. Hyper. That was our petition. It was a petition of intervention. 

Senator Magnuson. Can you furnish the committee with a copy 
of that? 

Mr. Hype. Yes, sir. 
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(The document referred to follows:) 


BEFORE THE INTERSTATE COMMERCE COMMISSION 
Ex Parte No. 196; INCREASED FREIGHT RATES, 1956 
PETITION OF ADMINISTRATOR OF GENERAL SERVICES FOR LEAVE TO INTERVENE 


For the Use of the Executive Agencies of the Federal Government 
Maxwell H. Elliott, General Counsel 


Comes now the United States, through the Administrator of General Services, 
and respectfully represents that it has an interest in the above-entitled proceed- 
ing and desires to intervene in and become a party to said proceeding, and for 
grounds of the proposed intervention, says: 

I. The Administrator of General Services, pursuant to statute with respect to 
transportation services for the use of the executive agencies, represents such 
agencies in proceeding before Federal and State regulatory bodies (63 Stat. 383; 
40 U. S. C. 481). As used herein, the term “executive agencies” excludes the 
Department of Defense, due to the exemption contained in the foregoing statute 
and order of the Secretary of Defense (19 F. R. 6611). 

II. The executive agencies ship large quantities of freight by railroad through- 
out the United States. Accordingly, the impact on the Government as a shipper 
is substantial. It is desired to intervene, therefore, as GSA’s interest may ap- 
pear. A definite position on the merits will be taken upon the evidence adduced 
during the proceeding. 

III. It is the position of GSA that the railroad respondents should be permitted 
to pass through in the form of increased rates only such increased costs as have 
been incurred since the Commission’s final decision in Ex parte No. 175, Increased 
Freight Rates, 1951, — I. C. C. — (manuscript report, November 14, 1955), which 
are not offset by an increased level of earnings. 

IV. In the course of this proceeding the Commission should clarify its position 
with respect to the refund provision mentioned in its Order No. 67434 and em- 
bodied in the X-196 Tariff as rule 11. In the light of past precedents of the 
Commission, there are grave doubts as to whether shippers are afforded any 
practical protection by this provision (see Increased Freight Rates, 1947, 269 
I. C. C. 33, 47; Tennessee Products & Chemical Corp. v. Alabama G. S. R. Co., 
283 [. C. C. 577, 586; Consolidated Rendering Co. y. Atchison, T. & S. F. Ry. Co., 
289 I. C. C. 673, 679). 

V. Wherefore, the United States prays leave to intervene and be treated as a 
party hereto with the right to have notice of and appear at the taking of testi- 
mony, produce and cross-examine witnesses, be heard in person or by counsel 
upon brief and at the oral argument, if oral argument is granted. 

Dated at Washington, D. C., February 1, 1956. 

EDMUND F. MANSURE, 
Administrator of General Services. 
3y MAXWELL H. ELtiort, 
General Counsel. 
VERIFICATION 
DIstTRICT OF COLUMBIA, 88: 


Herbert K. Hyde, being duly sworn, deposes and says: That he is Commis- 
sioner of the Transportation and Public Utilities Service, of General Services 
Administration; that he has read the foregoing complaint, and knows the con- 
tents thereof; that the same are true as stated, except as to matters and things, 
if any, stated on information and belief, and that as to those matters and 
things, he believes them to be true. 

HERBERT K. HYDE, 
Commissioner, Transportation and Public Utilities Service. 


Subscribed in my presence, and sworn to before me, this 1st day of February, 
1956. 


[SEAL] C. E. M1iirorp, 
Notary Public, District of Columbia. 
Commission expires August 14, 1956. 
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CERTIFICATE OF SERVICE 


I hereby certify that I have this day served the foregoing document upon all 
parties to Er parte No. 175 by first-class mail, postage prepaid, on those parties 
less than 1,000 miles distant from Washington, D. C., and by airmail, postage 
prepaid, on those parties more than 1,000 miles distant. 

THomaAs A. KENNEDY, Assistant General Counsel. 

FEBRUARY 3, 1956. 


PARTICIPATION BY GSA IN OTHER CASES 


Senator Magnuson. Can you also furnish us with a list of cases, in- 
cluding transportation, which the GSA has participated in in the past, 
since the organization was established, or since this service was estab- 
lished ? 

Mr. Hype. Yes; we can do that, Mr. Chairman. 

(The document referred to follows:) 


TRANSPORTATION AND Pusric UTILirIEs SERVICE 


LIST OF MAJOR CASES PARTICIPATED IN FROM JULY 1, 1955, TO DATE 


1. Released rate, ICC Docket No. MC—49 ex parte 197: 

Proposal to charge 10 cents per $100 of value over 300 pounds and limit carriers’ 
liability for loss and damage to $3 per pound. 

GSA has filed jointly with the Department of Defense a complaint protesting 
the proposed increases. Exhibits and testimony are being prepared and will be 
supplied at the time of the hearing. This case embraces both rail and motor. 

2. Switching at Baton Rouge, La., ICC Docket No. 6550 (Interstate) Louisiana 
Public Utility Service Commission Docket No. 6994 (Intrastate) : 

Proposal to remove Bird and Sharpe, La., from the switching district of Baton 
Rouge. If traffic should be moved to designated consuming points under the 
proposed rates, the increase would amount to approximately $4,500,000. 

GSA filed jointly with Department of Defense a petition requesting suspension 
of carriers proposal. Exhibits and testimony are being prepared and will be 
submitted in hearings involving both the interstate and intrastate cases. 

8. Seatrain Lines, Inc. : 

Tax Court Dockets Nos. 37925 and 43834 for account of Bureau of Internal 
Revenue. GSA filed exhibits and testified. Involves $3 million. 

4. Armored Car Service; ICC Docket MC—3083 : 

Involves services for movement of coin for the Bureau of Mint. GSA filed 
exhibits and testified in support of petition. 

5. Alaska Rate Case, Complaint Docket 31755: 

To place Alaska on relative import and export basis with the Far East and 
Hawaii. GSA filed exhibits and testimony in Chicago, I1]., Anchorage, Alaska, 
and Washington, D. C. 

6. Ex parte 175, 1955: 

Proposal by the railroads to make permanent a recently awarded 15 percent 
general increase in freight rates. GSA filed verified statements and appeared in 
opnosition. ICC awarded permanency effective November 14, 1955. 

7. Ex parte 196, 1956, as heretofore explained. 


Senator Magnuson. I want to say this: I know you participated in 
the Alaska case, but we directed you to do that. 

Mr. Hyper. I am not taking any special credit for doing it. I am 
merely calling to your attention that that is one of the functions. 

Senator Maenvson. T am trying to get at what is the conceivable 
responsibility and duty of this division to appear in these cases, to 
suggest that the Government, being one of the biggest shippers in- 
volved, either opposing rate increases or at least to the extent that 


whatever Increases may or mav not be justifiable, is affected and that. 


there is an effect on the Government expenses. 
Mr. ReuremMann. May I make a statement with respect to that? 


Se reser ernenesar reer: 
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Senator MAGNUSON. Yes. 

Mr. Revremann. This has been a problem which we have been dis- 
cussing for a long time, as to whether or not GSA should oppose 
simply for the purpose of opposing in order to a appropriated 
funds. We discussed this with the Comptroller General’s Office. 

We have a letter from him which instructs us to use our administra- 
tive judgment with respect to participation in freight rate increase 
cases. 

Senator Macnuson. Have you ever appeared to oppose a freight- 
rate increase ? 

Mr. RevtemMann. Yes, sir. GSA is on record as having opposed 
freight-rate increases since 1946 or possibly earlier. 

Senator Magnuson. IT mean this division. 

Mr. RevTeMANN. Since the Transportation and Public Utilities 
Service was created, I think we have any number of cases which we can 
submit for the record, sir. 

Senator Magnuson. Where you have been attorney of record / 

Mr. REUTEMANN. Yes, sir. 

Senator MaGnvson. On freight increases ? 

Mr. ReurEMANN. Yes, sir, motor carrier and railroad. 


PARTICIPATION OF GSA IN EX PARTE 196 


Senator Magnuson. I am talking about rate cases. This happened 
to be the big increase that is going to add a great deal to the transporta- 
tion costs of the Government, involving 7 ( percent. I do not see how 
vou can yourself use your judgment on appearing in a case before you 
know what the case is about. 

The petitioners were the railroads who said, “7 percent is what we 
want”, and which was going to affect the Government more than any 
other shipper in the United States, dollarwise. Yet you withdrew 
from that case. 

Mr. Hype. No, Mr. Chairman, we did not withdraw. 

Senator Maenuson. The attorney of record withdrew. That is my 
record. 

Mr. Exuiorr. Perhaps I can address myself to this a little bit to 
clarify it. 

The actual formal appearances are made by lawyers in the Office of 
General Counsel, for which I am responsible. 

Senator Magnuson. For GSA and through this division ? 

Mr. Exxiorr. Yes, sir. I want to clear up one thing to begin with. 


STATUTORY RESPONSIBILITY 


We have an expressed statutory authority and responsibility under 
section 201 (a) (4) of the act to represent executive agencies generally 
before the ICC and other regulatory bodies. We represent them in 
the capacity of the Government as a shipper, not merely GSA as a 
shipper. 

On the matter of appearances in general rate cases, about 5 years 
ago, as I recall, it was very shortly after GSA was created, we did 
appear and oppose vigorously and to a substantial extent suc¢ ae 
the petition for the general rate increase which was involved in 176. 
We fought that through many months along with the Department of 
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Agriculture and TVA, both of whom furnished us with a lot of tech- 
nical assistance. 

Not only my own office in terms of attorneys that are available for 
this work, but the technical people who are now grouped together in 
Mr. Hyde’s division—— 


NUMBER OF RATE EXPERTS IN GSA 


Senator Magnuson. Let us stop right there. How many rate ex- 
perts do you have? What is your background of rate experience ? 

Mr. Hype. I am just a country lawyer from Oklahoma. 

Senator Magnuson. You must have some rate experts around, then. 

Mr. Hyper. I do have. 

Senator Magnuson. There is nothing wrong with a country lawyer 
from Oklahoma. 

Mr. Hyper. I have a great many rate experts. 

Senator Magnuson. If you sit on another committee like I do, I 
have to have a lot of them. 

Mr. Hype. I do have a lot of them. 

Senator Magnuson. What has been their experience? 

Mr. Hype. There are about 40, | would say. They have been in 
industry and in Government. You take Mr. Smull. He has been 15 
years with the Navy Department. 

Senator ELLeENDER. With whom? 

Mr. Hype. With the Navy Department. He was the head of the 
Transportation Division of the Navy. 

Senator ELLENpER. He was? 

I was going to ask this question before we go further. I thought 
each department had a division that did what you are now doing, 
generally. 

Mr. Hyper. Do you mean areawide? Governmentwide? 

Senator Ertenper. Yes. The Army has and the Navy has. 

Mr. Exxiorr. Perhaps if I could finish this, it might clarify your 
question, Senator. 

Senator ELLenper. I want to know why you have to have this 
group. 

PARTICIPATION LIMITED BY MANPOWER 


Mr. Exniorr. The question has come up within GSA a number of 
times as to the extent to which we should go into general rate increases. 
Speaking for myself and my own office, frankly we feel we should go 
in, to the extent that we have manpower available. 

From our standpoint, as I say, we have limited lawyers, on top of 
that, as you know. In these cases, a lawyer is no better, and his case 
is no better, than can be developed by the technical witnesses. The 
technical people have felt, based on their experience in 19 

Senator Magnuson. Excuse me a moment. 

Mr. Hyde and I would be completely lost down there, I think, in a 
rate case. 

Senator ELitenper. I, too. 

Mr. Extiorr. The technical people have felt that if we got into too 
many of these rate cases, with the staff they have, that is all they would 
be doing, and they would not have people to negotiate the section 2 
negotiations and do the rest of it. 

















Je Reo, Apher 


onlay an bt OA RR cr a aT elt RIOT ENR Nene in 8 HS 


i 





KpeeE Sein dS. 


i Sac’. 


INDEPENDENT OFFICES APPROPRIATIONS, 1957 295 


In answer to Senator Ellender’s question, it is quite true that we 
have and do have under the law an overall Government responsibility. 

GSA has that in many fields. It has not been able to take them 
up as fast as I am sure Mr. Floete and his predecessors would like. 
One of the main reasons is because we have not been financed. The 
House Committee on Merchant Marine, as I recall, about a year anda 
half ago, frankly criticized GSA for not having gone ahead further 
in its leadership. 

One of the reasons for that at that time was that we internally had 
our affairs scattered. It was the first step foward, taking that lead- 
ership, that all the transportation and utilities people were put in one 
place within GS A. 

Senator, it is true that the other agencies have some of these rate 
people. It is true that we have a responsibility to get with them, work 
with them, to eliminate an awful lot of duplication going on. I be- 
lheve that is the purpose of the request for the restoration of this item. 

Mr. Meptey. That is correct, Mr. Chairman, 

Senator Ettenper. Did you say you have some forty-odd experts? 

Mr. Hype. I say we have 40 technicians that I would term rate 
experts. 

LAWYERS AVAILABLE FOR RATE MATTERS 


Senator ELtnenper. How many lawyers have you? 

Mr. Exsiorr. Sir, we have two lawyers engaged full time in con- 
nection with all transportation and utilities matters, not only these 
appearances. 

Senator ELnenper. Does that include Mr. Hyde? 

Mr. Exxiorr. No; there are Mr. Dennison and Mr. Reagan. That 
includes not only the appearances before the regulatory bodies, but 
the work in connection with the negotiation of the special 22 rates 
and the appearances before the rate committees and so forth. And 
then we have another lawyer part time. That is the entire legal staff 
that we have on these matters. 

Senator Magnuson. This is no reflection on Mr. Hyde. 

Why would you not have at the head of the department a rate expert 
lawyer in this Division ? 

Mr. Exxtorr. Do you mean in my Division? 

Senator Magnuson. In Mr. Hyde’s Division. 

Mr. Exuiorr. Mr. Hyde’s Division is an operating service. TI am 
talking about the Office of General Counsel. Both of the attorneys 
that we have that are full time are long experienced people in this 
field. We brought them in for that purpose. 

Senator Magnuson. I think all of us concede this is about as tech- 
nical a legal + as anything you can find. 

Mr. Hype. I do not say that I am an expert in this field of rate ad- 
justments or ratemaking. I have tried many cases before regulatory 
bodies and before public utilities commissions even after I have been 
with the Government. As United States attorney, I have, of course, 
tried a great many cases for a great many years. 

I am trying despe rately down there to do a job for all of the execu- 
tive departments in the Government. 

Senator Macnuson. I was United States attorney, and I did not try 
a rate case all the time I was there. 
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Mr. Hype. I did not try any rate cases as United States attorney, 
but have before other bodies. 

Senator Magnuson. When I had a rate case, it went to someone 
who was expert in that business, and they were sent out to do it. 

Mr. Exizorr. Our attorneys who are trying them—unfortunately 
we have only the two—both had long experience before they came to 
GSA. There are in Mr. Hyde’s Division the nonlegal rate experts 
that get up the material that our lawyers, as you know, find essential. 


POTENTIAL SAVINGS BY FULL PARTICIPATION 


Senator Maenuson. Well, the point I am trying to make here is 
that we have established this section at GSA and I think it was prop- 
erly established. I think it can save a lot of money for the Govern- 
ment. Maybe it has. It isa big field. The Government is the biggest 
single shipper in the United States—rail, truck, and otherwise. It 
seems to me that there should be some responsibility and duty in these 
cases for the Government to appear as the biggest shipper in the 
United States. If you were private, you would be down there with 
40 lawyers if there was going to be a 7-percent increase. 

Mr. Hype. There were a number of large shippers in this country 
that made voluntary appearances in favor of this increase. 

Senator Macnuson. In favor of 7 percent ? 

Mr. Hype. Yes. 

Senator Magnuson. Yes; there were some. But the ones that were 
affected the most did not. I read the record. 

Mr. Revremann. The National Industrial Traffic League did not 
appear, Mr. Chairman, nor did the Department of Defense. 

Senator Magnuson. This is about the sixth rate increase, I think, in 
the past 7 or 8 years. 

Mr. Reutemann. Yes, sir. 

Senator ree And 7 percent is a big item for the Federal 
Government. I do not pass on the case, whether it was justified or 
not, but surely we have the responsibility of a definite interest in 
this matter, and interest, it seems to me, would justify being right in 
there as attorney of record. 

Mr. Froere. Mr. Chairman, I see no reason why we should not go 
inthere. It will be my intent to see that we do. 

Senator Maenuson. I appreciate that. I am not criticizing any 
qualifications of anyone, because I have sat for many years up here 
as chairman of the committee that involves these matters, and I still 
am a neophite. I have reference to the Interstate and Foreign Com- 
merce Committee. 

Senator ELLenper. That is a terrible confession to make. 

Senator Magnuson. It is not. I might have been a good district 
attorney, but I am not good at this business yet, and I have had a lot 
of experience at it, too. 

Mr. Smvcuiy. May I make a statement on this? 
Senator Magnuson. Yes. 
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RESPONSIBILITY FOR DEVELOPING RATE DATA 


Mr. Smuuy. The end responsibility rests with Mr. Hyde. But it is 
my responsibility to develop the facts and present them to Mr. Hyde. 
That is what I am there for. In this case, we developed all the facts 
that were available to us considering our very limited force, due to 
budget limitations. From these facts we did not have a strong case 
one way or the other. It was my recommendation to Mr. Hyde that in 
view of the fact that we cannot do anything but go before the ICC and 
make noise like a lawyer, without actual facts, when facts are what the 
Interstate Commerce Commission needs, that we only intervene as 
our interest may appear. 

Our lawyer was there to watch and bring back the facts that we 
could not develop in our shop due to lack of people. If we get suffi- 
cient funds, may I assure you that we will develop facets which will 
permit us to take more positive action. It is our full intention. 

Senator ELLeENpDER. You ought to be able to make some showing with 
what you have. What has this Department done? What has it saved 
in the last 2 years? Can you point to any particular case? 

Mr. Mepiry. Yes, sir, we can. 

Senator ELtenper. I wish you would, to justify yourselves. 


RATIO OF SAVINGS TO EXPENSE 


Mr. Mepriry. For every dollar that we have spent, we have saved 
the Government approximately $13. That is for every dollar spent. 

Senator Magnuson. $13 for every $1 4 

Senator E_Lenper. I would like to have that analyzed a bit. 

Mr. Mepiry. For every dollar we have spent on the staff of this 
operation, we have saved $15, in transportation and utility costs and 
can supply for the record documentation, detailed transactions, to 
justify that. 

Senator ELLenper. Was the railroad trying to put something over 
on you? 

Mr. Mepiey. Through negotiations with carriers, on section 22 
cases, through one contract for a city for all Federal population, for 
telephone contracts, as against letting different agencies execute their 
own, and so forth. We can give you a complete record of that achieve 
ment for the record, if the committee so wishes. 

I would like to further point out, sir, that as we indicate in our ap- 
peal, with the restoration of the $155,900 that we are seeking, it will 
only enable us to cover approximately 50 percent of the total field 
that this group should be covering. 

Senator Magnuson. I agree with you. I think in this case maybe 
there should be even a little more. But I was somewhat appalled in 
this case with the failure of the Government appearing because some- 
times the very fact that the biggest shipper is absent might justify 
them saying, “Well, if they do not care, why not give them the 
increase ?” 

That sometimes happens in commissions and in courts. I think in 
this case the Government should have made some noise, as you put it. 

Mr. Smuti. You give us the money, sir, and we will appear. 
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EXPERIENCE OF DEPUTY COMMISSIONER 


Senator ELLENpDER. How long were you with the Navy? 

Mr. Smutty. 15 years, as I recall. 

Senator ELtenper. As what? 

Mr. Smutv. Head of their traffic organization. 

Senator ELLENvER. How did you come to be employed by this outfit ? 

Mr. Smut. I was persuaded by Mr. Hyde. He is a very influen- 
tial talker. I did not come to GSA for more money. It appeared 
to me to be one terrific challenge. 

Senator ELnenper. Did you have any rate cases down there, or did 
you just handle the routings? 

Mr. Smuty. The complete job was performed in the Navy, rate 
cases and routings. 

Senator Magnuson. For the Secretary’s office ? 

Mr. Smutx. For the whole Department of the Navy. 

Senator Magnuson. I mean technically the Secretary’s office ? 

Mr. Smuuu. That is right. 

Senator ELLtenper. How did your work there differ from what you 
are doing now? 

Mr. Smut. It is generally the same. 

Senator Ex.ienper. Generally the same. And the Navy has a de- 
partment the same as this one? 

Mr. Smuty. They have exactly the same technical responsibility. 

Senator Eitenper. I know, but they are doing the same thing. 

Senator Magnuson. They have more officers down there than this 
whole Division has. 

Mr. Smut. If you will permit me to explain, I have just recently 
come from the Navy. I do not know whether this should be on the 
record or not. 

Senator Magnuson. We will go off the record. 

(Discussion off the record.) 


COMMUNICATION SERVICES UNDER H. R. 8993 


Senator Magnuson. Mr. Hyde, are you familiar with H. R. 8993, 
the House bill that authorizes construction of military installations 
and authorizes the Secretary of Air to procure communication serv- 
ices required? Is that in your shop? 

Mr. Hypr. We have some knowledge. 

Senator Maenuson. It is commonly known as SAGE. I have for- 
gotten the complete title. 

If that bill becomes a law, do you have any plans made as to what 
you are going to do? 

Mr. Hyper. We have been coordinating our efforts with the Depart- 
ment of Defense within the last 30 days. 

Mr. Ex.iorr. Mr. Chairman, as I understand, there is presently a 
proceeding pending on that before the FCC. 

Senator Magnuson. There is a proceeding and that is another one 
I am thinking about. 

Mr. Exasorr. Our plans on that, sir, and Mr. Floete has so advised 
the General Counsel of the Department of Defense very recently in 
writing, are that GSA will take on, itself, its responsibility to intervene 
under its statutor y responsibility in that proceeding. 
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Senator Magnuson. That proceeding, I think, is either started or 
now pending. 

Mr. Exxtorr. That is correct. Mr. Floete has made that policy de- 
termination and advised the General Counsel of the Department of 
Defense of that just this last week. 

Mr. Frorre. That is correct. 

Senator Exxiorr. I wonder if we can find out for whom do you 
appear, aside from GSA, in these proceedings. 


GOVERN MENTWIDE RESPONSIBILITY OF GSA 


Mr. Extrorr. I will answer that, Senator. 

Actually, our responsibility is governmentwide to appear for all 
Government agencies as a shipper. 

Senator Exienper. If that 1s true, why should there be separate 
divisions, such as this gentleman just spoke of in the Navy ? 

You said you had how many employees in the Navy ? 

Mr. Ex.izorr. 193 in the Navy. 


DUPLICATION OF RATE CASE SERVICES 


Senator ELtenper. And they have 50 here doing the — kind of 
work for the Government. Why should you have the Navy come 
up, let us say, and take part in the 7-percent increase, and you take 
part in the 7-percent increase, and the Air Force take part in the 7-per- 
cent increase, and the Army take a part? That is where your dupli- 
cation comes in, and the waste of money. 


RELATIONSHIPS WITH TITE MILITARY 


sy Exxiorr. In the general rate cases, I believe you are absolutely 

ht, Senator. In the ‘spec ial rate cases. however, there is a little bit 
of a different situatic m because there you may have a case which 
affects only the Navy, and, therefore, the N: avy attorneys are in better 
shape to do it. 

Senator ELLenpEr. What case could you cite wherein it affects the 
Navy only insofar as transportation is concerned 2 

Mr. Exziorr. It arises in utilities. 

Senator ELLenper. In utilities it is the same thing. 

If you are located where the Navy is, or where the Army is, all of 
you would suffer similarly, would you not? 

Mr. Exxiorr. Except that we have had a number of cases, sir, where 
the rate, insofar as the effect on the Government in a particular area 
is concerned, where a particular electric company wanted an increase 
in rates, was questioned and 90 percent . the effect was on a par- 

ticular Air Force base or a navy yard, or something of that sort. 
They really had the whole load because deed were no other Federal 
installations in the area. 

In those cases, and it is the JAG’s Office which handles it in the 
Army and the Navy, they have made their appearances pursuant to 
a de ‘legation from the GSA to represent the executive agencies, 

That is an arr angement that we have “= ked out there with the 
JAG’s of the Air Force, the Army, and the Navy after GSA had been 
created. With two lawyers we cannot handle every electric and utility 
case all over the country. 
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Senator ELLenper. Since you have been established to do the work, 
as 7 understand it, generally for all : am I right in that? 

Mr. Extiorr. Yes, sir. 

Senator ELLenper. Why not center it all there and do away with 
the others? What would be wrong with that? Can the Navy man 
tell us why that could not be done? 

You have served in both agencies. Why is it necessary to have 1 
in the Navy, 1 in the Army, 1 in the Air Force, and I presume others 
in other agencies, and then have you on top of the bargain? 

Mr. Smut. Congress provided in the law, 152, whereby the Depart- 
ment of Defense could exempt itself, and they did. 

Senator Extenper. Could what? 

Senator Magnuson. It could exempt itself. 

Senator ELLenper. Well, Congress does a lot of things, you know, 
that result in situations we never contemplated. Frequently we must 
come to meetings of this Appropriations Committee in order to see 
what has happened. Nearly every law entails some kind of expendi- 
ture. Frequently when one finds out how the law operates, in prac- 
tice, it is something entirely foreign to the original concept, that is, as 
it was understood at the time of passage. 

Mr. Smvuuz. There is no criticism meant, sir. 

Senator Ertenper. The Government is getting too big for us to be 
able to keep track of all the little provisos and subparagraphs tucked 
away inside a big bill. 

Senator Maenuson. I am glad to hear you are going to appear in 
the SAGE case. I agree with you, you could not appear in all these 
little rate cases, but Ha parte 196 was a general, broad case, and the 
SAGE thing is very serious, too. 





MORE ON “EX PARTE 196” 


Mr. Ex.xiorr. Sir, I have to share part of the responsibility that we 
made a mistake in not appearing in 196, but we are not going to make 
that mistake in the SAGE case. 

Senator ErLenper. Was any other Government agency represented 
in that case, in 196? 

Mr. Extiorr. Yes, sir. The Department of Defense was repre- 
sented, I know. 

Senator ELLenper. What position did they take? 

Mr. Hype. They filed the same type of appearance that we did. 

Senator E:renper. Was that a rigged case? That is, did one de- 
fend it? Noone got up and tried to show whether a 7-perc ent increase 
was justified or not? 

Mr. Hype. No, sir. 

The Agriculture Department made an appearance also. 

Senator Exrenver. I do not see the sense in filing a petition or 
answer unless you at least try to find out whether or not it should be 
7 percent or 734 percent, or 63/ percent. You just leave it to those 
asking, and they made their own determination. I presume the Com- 
mission said, “QO. K., that is it.” 

Mr. Exxtorr. No, sir. Actually the Commission came out with a 
decision, as I recall, that approximated what was our petition. 

Mr. Hype. Could I make a statement? 
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Senator ELrtenper. How did that differ from the petition filed for 
the rates? Did they not ask for 7 percent ? 

Mr. Exxtorr. They asked for 7 percent. 

Senator ELLeNDer. And they got it. 

Mr. Hype. They did not get ‘the full 7 percent, sir. They got about 
6 percent. Mind, and this is a matter of fact, they did pay the in- 
creased costs of labor and supplies. 

Senator Magnuson. They sued for about $100,000 and got $99,000 
in this case. 

Mr. Hype. I understand what you mean. 


CLEVELAND ELECTRIC ILLUMINATING CASE 


Senator Magnuson. I want to ask Mr. Hyde another question. 

In the House hearings, I believe you testified as to $850,000 paid 
to Cleveland Electric Illuminating Co. Do you recall that testi- 
mony ? 

Mr. Hype. I do not recall the testimony, but I do recall the fact. 

Senator Magnuson. I can dig the testimony up, but I know these 
figures are correct. 

You said that through negotiation, $120,000 was saved. I was won- 
dering if you can tell us why you needed to pay that money at all. 

Mr. Hype. Yes, sir, I can. 

I was a member of a group that effected a compromise in connec- 
tion with this contract resulting in the payment of that $870,000. 

Senator Macnuson. It is $870,000, not $850,000. I was wrong. 

Mr. Hypr. We took the position that there was a saving to the 
Government. 

I would like to refresh my recollection, if I may. 

Mr. Exxiorr. I think I can answer it right offhand, sir. 

Mr. Hype. If you will, please. 

Mr. Exsaorr. In Ohio, at the inception of the Korean emergency, 
there was an old World War IT high-cost magnesium plant that had 
been in the national industrial reserve. With the inception of Korea, 
it was decided to reactivate that plant. Magnesium plants take a very 
large amount of electricity. We signed a contract with the Cleve- 
land Electric Co. according to their standard approved rate for heavy 
industrial load before the Ohio commission, which contained a mini- 
mum bill provision, and a requirement that on cancellation you have 
to continue to pay your minimum bill. 

The reason for that was to protect the company because of its expan- 
sion, its investment in expanded facilities to take up the additional 
load. 

We cut off that magnesium plant before the end of the contract, pur- 
suant to a decision of the Office of Defense Mobilization that they no 
longer needed that supply. ‘Therefore, we no longer needed the power. 
Therefore, we had to pay off Cleveland Electric in accordance with 
the terms of the contract. 

Three lawyers in GSA examined it and all reached the conclusion 
that we owed the $990,000 that was the actual amount of the compu‘ed 
bill. It came to me, and I will take some responsibility on this, and I 
felt that even though it was legally owed, there was something in the 
nature of an inadvertent windfall, actually because of other unexpected 
and unpredicted industrial growth in the Cleveland area. The com- 
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pany had been able to place that power elsewhere and did not have it 
idle. 

Senator Macnuson. Do you mean that the company did not use 
the power after you canceled the contract, that it went to waste ? 

Mr. Exxuiorr. No, sir. 

Senator Magnuson. Of course not, 

Mr. Exxiorr. But they had excess capacity. 

Senator Magnuson. Which they depreciate and write off. 

Mr. Exxiorr. Not all of it, sir. 

Senator Magnuson. Look at the record. 

Mr. Exxtorr. If I may, I am frank to say, sir-—— 

Senator Magnuson. That is all right. They had a legal right to do 
that. 

Mr. Exurorr. We had a legal obligation, sir. We asked the Cleve- 
land Electric Co_tocomein. Wesaid to them, “We know we are liable 
under the law, but you have not suffered all of this damage, in our 
opinion. 

Senator Magnuson. How in the world do we get into that type of 
a contract, that we have to pay for power that they are going to use / 

Mr. Ex.xiorr. Sir, that was the standard contract and standard rate 
approved by the Ohio commission. They had no right to sell us power 
under any other conditions. 

Senator Magnuson. The Government has not entered into contracts 
like that that I know of. I know of no other contract like that that 
the Government has entered into, where when you cancel the contract 
you have to pay them off. 

Mr. Exuiorr. Yes, sir. 

Senator Magnuson. You pay it off if they are damaged. How were 
they damaged ? 

Mr. Exxtorr. They are damaged because they went into building ex- 
cess capacity sooner than their normal growth, and had to protect, 
therefore, that investment. 

Senator Magnuson. Did they get an ODM certificate on that ? 

Mr. Exxtorr. No, sir, I do not believe they had an ODMTA certifi- 
cate on that power. I do not know that for a fact. I would have 
to go back to check and supply for the record the information on the 
question you ask. 

Senator Maenuson. I do not know, in this case, how they could 
show damages. I really do not know. 

Mr. Exuiorr. They do not have to show damages. 

Senator Magnuson. No, because of the type of contract. 

Mr. Exxiorr. It is a minimum bill contract, which is the type au- 
thorized by the Ohio commission. It has been approved as a type 
by the Federal Power Commission, and it has been approved in many 
other States. 

Senator Magnuson. That is for private contracts. The Govern- 
ment never enters into contracts that they cannot get out of and have 
to pay this, unless they have to pay actual damages in torts. 

Mr. Exttorr. I have to look at the other side of the picture. The 
Ohio company cannot contract with us on any other basis than the 
rate schedules and contracts approved by the Ohio commission. They 
are governed by the Ohio law. 
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Mr. Hype. Following World War II, there were many types of 
exactly the same contract, and the Government suffered tremendous 
amounts, 

Mr. Exxiorr. Let me give you an example, Senator. Suppose in 
Washington or in Louisiana—— 

Senator Maanuson. Then why did you go to Ohio? 

Mr. Exxiorr. Even in Ohio. 

Senator Magnuson. We have a magnesium plant sitting in om 
place which has been sitting there for 10 years, and the Government 
‘ ill not even touch it. But you went up there to Ohio and got stuck 
for a million dollars. 

Mr. Exxiorr. That is a judgment I cannot answer, sir. I had noth- 
ing to do with that. 

The point I want to make is, if you have a farm out in the country 
and have no light there, and the hght company comes in and puts in 
a line for you to your farm, the standard type of contract that they 
give you is a minimum bill over a certain number of years that enables 
them to amortize the cost of that line. 

If you cut off the service, you are still liable for that amount under 
that contract. That is the same type we had with the Cleveland Elec- 
tric Co. 

Senator Macnuson. That might be true in some parts of Ohio. 
That is why REA’s came into existence, because of that type of prac 
tice, 

The House did go into that matter in some detail, did it not, in 
itshearings? Did they go into this contract ? 

Mr. Meptry. Very briefly, sir. 

Sent itor Magnuson. I think we better place in the record, because 
we are going to be asked about it, sovelihitaa you may want to add in 
addition to what you have said, some statement concerning this. 

(The statement referred to follows :) 


THE CLEVELAND ELECTRIC ILLUMINATING Co. 
ContTRAcT GS-00—B-—(d)-—1508 


This contract was entered into June 15, 1951, between the United States of 
America and the Cleveland Electric Illuminating Co. in connection with certain 
electric rates for service to the Diamond magnesium plant, Painesville, Ohio. 

A public utility, as a matter of law, is obliged to serve all users in its area and 
to the extent of its facilities. However, no public utility is required to provide 
service beyond its physical capacity. The company expanded its generating facil- 
ities to serve the abnormal demand of the magnesium plant, and in order to 
induce necessary capital expansion the contract carried a termination provision. 
This provision was virtually identical with one contained in a Reconstruction 
Finance Corporation power contract which had been approved by the Federal! 
Power Commission. The Ohio Power Commission adopted this provision for the 
purposes of Ohio regulation. Thus, the United States in dealing with an Ohio 
public utility had the content of a provision at the State level which had received 
previous Federal approval. At the direction of ODM the contract was terminated. 

Formal demand was made on GSA by the Cleveland Electric Illuminating Co. 
in the sum of $970,746.02. On December 28, 1955, a meeting was held at GSA, 
Washington, D. C., attended by representatives of GSA and the Cleveland Elec- 
tric Illuminating Co. After considerable discussion the claim was compromised 
in the amount of $850,000. This represented a savings of $120,746.02, exclusive of 
interest on the entire amount. 

This settlement had several unusual aspects since it marked for the first time 
a compromise achieved on the scheduled rate approved by a State commission, 
and on a formula contained in the original contract between the Government and 

76535—56——20 
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the CEI Co. Prior to this settlement it was the judgment of all GSA operating 
personnel that the full amount should be paid. On a legal basis it was the con- 
sidered opinion that the company would win in a legal test. A private consulting 
firm had been employed at a sum in excess of $10,000 to determine the reason- 
ableness of these termination charges. That study indicated that the full amount 


should be paid to the CEE Co. (A copy of this engineering study is furnished to 
the committee. ) 


In view of the reasonable grounds for a successful legal test by the company, 
GSA determined that it was in the best interest to seek a mutually agreed 
settlement. The termination liability was a fixed and binding legal obligation 
entered into by GSA at the direction of ODM. The plant operations were 
terminated at the direction of the Office of Defense Mobilization and GSA had 
every right to believe that a court test would see the CEI Co. prevail. On this 
basis the obligation was settled in an amount less than the probable results of 
court action. 

I think eee just threw away a million dollars. 

Mr. Euniorr. Sir, 1 had nothing to do with the original negotiation 
of the contract ast Tam not « ‘commenting on it. 

Senator ELnenpver. Who did that ? 

Mr. Mepiey. If my memory is accurate, sir, I think the man that 
negotiated that contract is deceased. 

Senator ELitenper. But for whom? For GSA? 

Mr. Meptry. Yes, sir, for GSA. 

Senator ELLenper. Whom are you representing? What particular 
agency are you representing ? 

Mr. Meptry. He was representing the General Services. 

Senator Exienper. I understand, but General Services was doing 
it for whom ? 

Mr. Exxiorr. Doing it for itself, sir. That magnesium was in the 
national industrial reserve which GSA has custody of, and ODM 
hi . directed us to reactivate that plant. 

I did merely want to say, sir, that regardless of the original nego- 
tiation, I am satisfied that we were legally liable for that money, and 
to that extent we got $120,000 for the Government that we otherwise 
were legally oblig ated to pay. 

Senator Magnuson. But there was an offset when you show that 
the Cleveland Power Co. used the power and had receipts for the 
pow er. 

Mr. Exxiorr. That is what we got the $120,000 for. 

Senator Magnuson. They used every kilowatt of it at a price of 
just what the Government was going to pay. 

Mr. Exxsorr. I believe we had an engineering report made. 

Senator Macnuson. I would like to have you ‘check and see if the 
ODM gave them a certificate to write that off. 

Mr. Exarorr. I will check that, sir. 

Senator Maenuson. It is my information that they did. I could 
be wrong on that. 

Mr. Exxiorr. We will supply a statement. 

Senator Magnuson. Supply it for the record. 

Mr. Ex.rorr. Yes, sir. 

(The information referred to follows :) 


A check with ODM discloses that several tax-amortization certificates were 
issued to the Cleveland Electric Illuminating Co. covering general expansion 
of facilities. However, it is not evident from the engineering report or other 
information readily available that a certificate was issued in connection with 
the specific expansion under the contract in question. 
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STRATEGIC AND CRITICAL MATERIALS 


Senator MaGNuson. Now we will proceed to amendment No. 9 
which will be put in the record at this point. 
(The material referred to follows:) 


GSA AMENDMENT NO. 9: “STRATEGIC AND CRITICAL \1 ATERIALS” 
PROPOSED AMENDMENT 


On page 14, line, 22, strike out ‘$3,000,000" and insert in lieu thereof 
$3,351,000". 


Budgetary data 


1957 budget estimate (amount included for operating expenses, 
no limitation proposed ) —__- eam $ 


anaes ae , ool, 000 
1956 appropriation (limitation adjusted for comparability) —--- 


3, 454, 200 





Change 1956 to 1957___ 


1957 bill as reported to House 
Proposed amendment_-_ 


tet ee ss orci Deemcnsicarcaicet’ a 
saa Na _ 8,351, 000 


Change from bill reported to House = teagan +351, 000 


LEGISLATIVE HISTORY 


1. GSA Justification of Budget Estimates, pages 246 to 266. 
2. House hearings, pages 883 to 887. 

5. House Report No. 1847, page 10: 

“Strategic and critical materials.—The Budget contains no request for addi- 
tional funds for this item in 1957 as there are sufficient unobligated balances of 
prior year funds still available. The language included in the bill is to 
authorize the use of available funds for specified purposes, and the committee 
las limited the funds that may be used for operating expenses in this program to 
$3 million in 1957, which is a reduction of $351,000 in the amount included in 
the budget estimate for this purpose. * * *” 


JUSTIFICATION 


This amendment proposes full restoration of the amount of limitation for 
expenses of operation to amount included in the Budget estimate. 

Discussion of expenses of operations reported on pages 883 and 884 of 
House hearings shows inclination to appraise need for such operations on basis 
of volume of purchases during the year. As consequence of programing a 
lower volume of purchases in 1956 and 1957 than in prior years, the House 
reduced the limitation for expenses of operation. 

However, volume of new purchases is but one factor for determining work- 
load of stockpile operations. Following table from page 246 of Justification of 
estimates gives principal factors which influence workloads of such operations. 


{In millions] 





1955 1956 1957 
} . 
Purchases (new).....----.--- ee a ee $578.8 $196. 9 $210.7 
Deliveries Hs : ‘ ead 776. 7 451.9 322.7 
Purchases (rotation) -- -. ‘ ea 58. 2 105. 9 107.0 
Sales (rotation) .._.....- pera ‘ ni 46.8 95.3 06. 4 
Inventory in custody (June 30).....---...- i dantiean 5, 664.0 6,115.9 | 6, 438. 6 
Oxted vidi suas akon SesSeeS cocda x kdsiadeniel 7, 124.5 6, 965. 9 7, 174.7 





This table confirms the decrease in new purchases in 1957 below 1955 which 
we discussed with the House, as well as in deliveries. However, these decreases 
are more than offset by increases in other work factors so that total for 1957 
is actually greater than either 1955 or 1956. 
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Senator Magnuson. You ask for the restoration of $351,000 on the 
strategic and critical materials item. That is language, is it? 

Mr. Mepiey. That is an increase in a limitation account, sir, under 
the administrative expenses for the stockpile program. 

Senator Magnuson. It does not increase the amount of the bill é 

Mr. Mepiery. No, sii 

Senator Magnuson. All right. 

Senator ELienper. Is that an increase for administration ¢ 

Mr. Meptry. Yes, sir; that is correct. 

Senator ELLenper. Why is that necessary / 

Mr. Meptey. Very briefly, Senator Ellender, last year we had a 
limitation of $4 milion. We ourselves proposed a reduction for 1957 
in the limitation from $4 million to $3,351,000. The House cut ? to 
$3 million. It would all be affected in the Emergency Procurement 
Service. Frankly, sir, since we already voluntee red a substantial ¢ ut, 
we cannot take the additional reduction and get the job done. 

Senator ELLENpDER. So it is merely a restoration of what you asked 
for this year ¢ 

Mr. Meptey. Of what we asked for in the budget estimate for 1957, 
that is correct, sir. 

Senator E.itenper. All right. 


TYPOGRAPHICAL CORRECTION 


Senator Magnuson. On page 15 of the bill, and maybe you can ex- 
plain this, General Counsel, Mr. C ooper calls to my attention on line 8 
it leaves out the comma after “purposes”. Should that be back in 

Mr. Exxtorr. That should be back in, Senator. Otherwise it might 
leave open the question of whether we could actually deposit to the 
credit. That I think was a typographical error. Either both commas 
ought to be out or this one back in. I recommend putting this one 
back in, sir. 

ABACA FIBER PROGRAM 


Senator Magnuson. Next we will take up amendment No. 10, the 
abaca fiber program, which will be put in the record at this point. 
(The material referred to follows :) 
GSA AMENDMENT No. 10: “ABACA FIBER PROGRAM” 
PROPOSED AMENDMENT 


On page 15, line 21, strike out $100,000” and insert in lieu thereof “$117,500”, 


Budgetary data 


Boot DMeet GNrmnbe. Uk ee een ee $117, 500 
1956 appropriation (inc luding $ $8,000 supplemental Public Law 94 pay 

GO Sid cies acca pnieki ca iia aes eae eee id earings Sa, _ 125,500 

A CN cn I 2 aren cients can cecehaetioactppiaiiadibihanaac ae Maa —8, 000 

eee asian: IE OO) NID. ois a hs oe ek Soda msi cence seminal 100, 000 

PE PODONNG: DINO iss ic atc concn ecnunecareaeine aan Se et 11%, 500 


Change from. Dill reported to House... 3. i et kicndcunwnke +17, 500 
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LEGISLATIVE HISTORY 


1. GSA Justification of Budget estimates, pages 274 to 284. 

2. House hearings, pages 886 to 892. 

3. House Report No. 1847, page 10: “Abaca fiber program.—The bill contains 
1 limitation of $100,000 on administrative expenses for this program, which is 
$17,500 less than the amounts provided in 1956 and proposed in the budget esti- 
mate. The purpose of this program is to provide a Western Hemisphere source 
for abaca fiber which is essential for making rope in case normal supplies are 
unavailable during an emergency. The program is conducted on a minimum 
hasis by contracts with private firms and funds provided within the limitation 
should be adequate to maintain the program on such a basis.” 
























Ao ieee? 


JUSTIFICATION 


This amendment provides for full restoration of the budget estimate of $117,500 
which is $8,000 less than the amount for 1956. Workload data for this program 
n page 278 of justification of estimates discloses no decrease in 1957 below 1956. 


a hte nD SCRA IIE Bac Mcce 


; 

, a a . ; ‘ ‘ = 

i 1956 1956 1957 

j to be harvested : aiid 20, 100 10, 000 10, 000 
: \ tandby ae os : 5, 000 5, 000 
i iction in pounds Sees , 20, 653, 283 12, 000, 000 16, 000, 000 
$ n pounds._.- a ‘ PR ‘ 7 X ; 21, 103, 800 20, OOO, 000 20, 000, OOO 
3 


Since taking over this program from RFC, GSA has reduced the cost of 
administering it from $173,000 in 1954 to $117,500 for 1957. The latter amount 
will provide for only the minimum staff necessary for administering in Wash- 
ington and Central America the production contract with United Fruit Co.; 
examination of all operations and expenditures of the contractor; arranging for 
shipping of abaca fiber from Central America to warehouses in the United States: 
negotiating sales of fiber; direction of research in connection with growth of 

baca and byproducts of fiber and related administrative operations. 

Sales in 1957 will equal that for 1956 and production will be even greater. 

As this program provides the Nation’s only dependable source of this critical 
material in this hemisphere, it is important that it not be allowed to drop 

elow present readiness for rapid expansion of production in case of a national 
mergency. 

Mr. Meptey. That is restoration in a limitation account. There is 

o cash involved. 

Senator Magnuson. Who is doing that? Who is running that 
program ¢ . 

Mr. Hanes. GSA is running that, sir, on a directive from ODM. 
it isa supplement actually to the stockpile. 

Senator Maanuson. Is it rope? 

Mr. Hanes. No, sir. It is the fiber from which rope is made. We 
vet the fiber from this abaca plant. It can only be grown in the 
Tropics. The Philippines furnish 95 percent of the world’s supply. 

This is a seedbed, actually, to expand in an emergency in the event 
the Philippines are cut off, as they were in World War II. 
Senator Macnuson. That is in Central America? 
Mr. Hanes. That is correct. 
Senator Macnuson. In three countries, Honduras, Costa Rica, and 
(ruatemala, 
Senator ELtenper. What is the cost of this project ? 
Mr. Hanes. For 1955 the net loss on this project was about $1,800,- 
000. Operating cost was about $6 million. 
Senator ELLeNpER. What do you get out of it? Do you have to 
buy this from them ? 


tis ae 
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Mr. Hanes. We produce the fiber and sell it commercially. We 
lose money—— 

Senator ELteNpeR. And you do that merely to be sure of the prod- 
uct in case we cannot get it from the Philippines? 

Mr. Hanes. That is correct. We have 15,000 acres. We would 
need many thousands more in case of an emergency. 

Senator ELLENDER. How long do you expect to keep this up? 

Mr. Hanes. The Abaca Production Act expires in 1960, Our 
present plans are to carry it until then. 

Senator Ettenper. Are you taking all they produce ? 

Mr. Hanes. We produce it ourselves. We actually own and oper- 
ate this and sell all that we do produce. 

Senator ELLENpER. Who owns the land ? 

Mr. Hanes. The United Fruit Co. This is a contract management 
agreement with the United Fruit Co. They own the land and we 
own the installations. 

Senator ELienper. What is the difference in cost of this product 
per pound, or however it is measured, compared with what you could 
obtain it from the Philippines for? 

Mr. Hanes. It costs us more to produce. 

Senator ELtenper. I know it does, but how much do you lose? 

Suppose you were to buy the same product from the Philippines. 
How much could you save the Government ? 

Mr. Hanes. I suppose we could save whatever our annual loss is. 

Senator ELttenper. What is that loss? 

Mr. Hanes. Our loss in 1955 was $1,800,000, 

Senator ELtteENpER. You make it and sell it? 

Mr. Hanes. Yes, sir, to the stockpile. This goes into the stockpile. 
This deteriorates and portions must be rot: ted, annually. 

Senator Etienper. How long does it last in the stockpile? 

Mr. Hanes. They have to rotate it on a 5-year basis. 

Senator Erienper. You have a certain amount and you have to keep 
that current ¢ 

Mr. Hanes. That is correct. I do not have responsibilities for the 
stockpile. But I know they have a big stockpile, and they have to 
rotate this commodity. 

Senator ELtenper. How long would it last if you took it in today? 

Mr. Hanes. It would last 5 years in the stockpile. 

Senator ELtenper. Why could you not get a supply for 5 years and 
then just replenish it year by year from the Philippines, where you 
could get it and not keep this thing up. if it is such a loss as you say it is. 

Mr. Hanes. If that policy were followed it would eliminate the 
cultivations in Central America and we would lose the only source of 
this material in this hemisphere in case of an emergency. 

Senator ELLENDER. You say you can keep it for 5 years. How much 
of a stockpile would you have to have on hand, do you know? 

Mr. Hanes. I really don’t know a thing about the stockpile objec- 
tives. 

Senator ELLENDER. Well, we do not want to give out any secrets. 

Senator Magnuson. Mr. Ogden, do you want to answer that ques- 
tion ? 

Mr. Oapren. My name is C, F, Ogden, from ODM. 

As I understood the question, you were inquiring as to why we did 
not put the material in stockpile and then rotate it : 
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Senator ELLeNpDeER. In other words, keep in the stockpile enough to 

ast you 3 or 4 years. 

Mr. Oepen. Of course when Mr. Hanes was talking about 5 years, 
he was talking about the length of time you could keep abaca before it 
became spoiled. You have to then rotate it, and the amount you can 
rotate is based upon the amount that industry can absorb. In other 
words, if you had enough in stockpile to take care of what you need, 
and then you sold off the manned that was 5 years old — bought 
ew material to replace it, the amounts you could sell in the open 
market would not allow you to have a stockpile large nak to meet 
our requirements. 

So this program is designed to have seed beds and other methods 
of rapidly expanding the production in case of emergency so that you 
do not have to have that very large quantity in stoe kpile. 

Senator ELLeNper. How much is this program costing us per year 
of actual loss ? 

Mr. Mepiey. Senator Ellender, from July 1, 1954, through Decem- 
ber 31, 1955, a year and a half, our net loss was about $3.5 million. 
Prior to that time, the program was under the RFC, which had a cumu- 
lative loss of $6.2 million. 

Senator ELLENDER. Over what period of time? 

Mr. Mep.ey. From 1950 through 1 195-4. 

Senator ELLENpER. That is 4 years plus one and a half years. 

Mr. Meptry. You could say for 6 years the program has cost the 
United States Government approximately $9.7 million. 

Senator Magnuson. How much has it cost us all told, RFC and thie 
whole thing? 

Mr. Meptey. $9.7 million through December 31, 1955. 

Senator Magnuson. How many people are hired there ? 

Mr. Hanes. We have 3 in our office, and 2 typists, and 1 research 
man on the program side and there are people for administrative 
operations. 

Senator Magnuson. The rest is local labor? 

Mr. Hanes. That is correct. The contractor has a lot of employees 
down there that actually do the work. 


ADMINISTRATIVE OPERATIONS FUND 
Senator Magnuson. Next we will have GSA amendment No. 11, 
which will be inserted in the record at this point. 
(The material referred to follows:) 
GSA AMENDMENT No. 11: “ADMINISTRATIVE OPERATIONS FUND” 
PROPOSED AMENDMENT 
On page 16, line 24, strike out “$9,278,200” and insert in lieu thereof “$9,802,550”. 
Budgetary data 


1957 budget estimate _______- it fa ical ite i eal 5 lich Sint acted ences MG ee ae 


1956 appropriations (comparab le amount) ____. aa eel i 8, 811, 100 
Change 1956 to 1957_____- aiid ae bs lesen aces des +934, 200 
1957 bill reported to House____- ee a ee a ee eee 


Proposed amendment________- 9, 802. 550 


Change from bill as reported to House_____-______________- . +524, 350 
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LEGISLATIVE HISTORY 


1. GSA justification of budget estimates, pages 291 to 292. 

2. House hearings, pages 940 to 953. 

3. House Report No. 1847, page 11: 

“Administrative operations fund.—The bill contains language as proposed in 
the budget estimate establishing a fund from which all legal, financial, admin- 
istrative, compliance, information, and business service center services are 
financed. The amount of limitation for 1957 is $9,278,200, a reduction of 
$467,000 in the budget estimate and an increase of $467,100 over 1956. Each 
program appropriation for the General Services Administration includes admin- 
istrative operations costs which are deposited into the administrative opera- 
tions fund, and costs are allocated according to work performed against the 
various programs and may not exceed the amount that has been deposited for 
the credit of that item. * * *” 

JUSTIFICATION 


This amendment will adjust the limitation on amount to be deposited in the 
administrative operations fund to reflect changes in amounts for administrative 
operations for individual operating programs in foregoing amendments. 


GSA This 

Budget | House | Changes amend- amend- 

estimate bill | appealed | ment No. ment 
Operating expenses, PBS. adie $3, 448,000 | $3, 270, 450 +$177, 550 1 $3, 448, 000 
Repair, improvement and equipment. _- 520, 000 447,550 | +72, 450 2 520, 000 
Sites and planning_ _- . ae 141, 000 0 ee aCe 141, 000 
Operating expenses, FSS------ ‘ | 478, 000 478,000 | +65, 600 4 | 543, 600 
Expenses, GSF_- ---| ) 


3, 144, 000 | 2, 944,600 | +199, 400 


5 3, 144, 000 
368, 650 ee anes wicreameeee | 


368, 650 


Operating expenses, NARS...__. 377, 000 








Operating expenses, TPUS..-- ind 207,000 | 207, 000 grisea ba 207, 000 
Strategic and critical materials __- } 1,375,000 1, 375, 000 | ka ea vabienal 1, 375, 000 
baca fiber program._-. : swshk 55, 300 55, 300 | ie ak bighhin. abel 55, 300 
Undistributed______. , ee . la —9, 350 | +9, 350 a Oh ke ale 
| ee ee ee eee .--| 9,745,300 | 9,278,200} +524, 350 |--..----.... | 9, 802, 550 


Justification of the changes set forth above is given in amendments proposed for 
the respective appropriation items affected. 

Mr. Meprey. Mr. Chairman, this item is, you might say, a summary 
from the previous amendments made for administrative operations and 
directs itself to the limitation on the amounts which can be deposited 
into the administrative operations fund. Of course, if the operating 
programs grow, we need more administrative support to take care of 
them. 

In this connection, I think because of some language in the House 
report, with your permission, we would like to get briefly in the record 
a description as to how the fund operates. 

Estimated amounts for administrative operations are included under 
each of our program appropriations and, under the language in the bill, 
these amounts will be deposited in the administrative operations fund 
and accounted for in total to finance all of legal, financial, administra- 
tive, compliance, and information functions of GSA. 

Following the close of each quarter in the fiscal year, analysis based 
on our work measurement data will be made to develop the cost attribu- 
table to the various GSA programs. The total administrative opera- 
tion cost must, of course, not exceed the total amount deposited in the 
fund. However, due to continually changing workload demands for 
the various programs, it is unlikely that the actual costs will agree 
exactly with the amounts deposited from the respective program ap- 
propriations, which are the estimated costs. 
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The House report stated, and I quote: 

Costs are allocated according to work performed against the various programs 
and may not exceed the amount that has been deposited for the credit of that 
item. 

Slight variations in cost, either above or below the amounts de- 
posited from each appropriation are bound to occur. Consequently, 
if the statement in the House report was rigidly interpreted, even a 
slight variation, above an amount deposited from one of the many 
appropriations could not be permitted. 

We do not believe such a restriction was intended by the House com- 
mittee, because otherwise the advantages to be gained by establishing 
the fund, that is, improved accounting practices and simplified bud- 
geting, would be largely nullified. 

So with the committee’s concurrence, we would like the record to 
show that we propose to operate the fund in accordance with the 
language of the bill which would permit slight variations. We cannot 
estimate the respective amounts with 100 percent accuracy. 

Senator Macnuson. All right. That concludes that. 

The Chair has been asked to ask the Administrator a few questions 
about some dogs and horses. 

Inasmuch as you are new, Mr. Floete, I will just submit them to you 
and you can run them down and see what they are. 

Mr. Fuoete. All right, sir. 

Senator eee You know what I mean; do you? 

Mr. Froete. I can guess, Mr. Chairman. 

Senator Maenuson. All right. 

Thank you, gentlemen. I want to again apologize for asking you 
to come back today, but I think we have made a pretty good record 
here, and I am glad. you could come back. 

We will recess until 10 o’clock tomorrow morning. 

(Whereupon, at 4:23 p. m., Thursday, April 26, 1956, the com- 
mittee recessed to reconvene at 10 a. m., Friday, April 27, 1956.) 
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FRIDAY, APRIL 27, 1956 


UnIrTEep STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met at 10 a. m., pursuant to call, in room F-39, 
the Capitol, Hon. Warren G. Magnuson (chairman of the subeommit- 
tee) presiding. 
Present: Senators Magnuson, Hayden, and Dirksen. 


INTERSTATE COMMERCE COMMISSION 


STATEMENTS OF ANTHONY F. ARPAIA, CHAIRMAN ; COMMISSIONER 
OWEN CLARKE; COMMISSIONER HOWARD G. FREAS; COMMIS- 
SIONER RUPERT L. MURPHY ; COMMISSIONER ROBERT W. MINOR; 
COMMISSIONER LAURENCE K. WALRATH; E. F. HAMM, JR., 
ACTING MANAGING DIRECTOR; ERNEST WEISS, ASSISTANT TO 
THE MANAGING DIRECTOR; J. NEIL RYAN, BUDGET AND FISCAL 
OFFICER; HAROLD D. McCOY, SECRETARY; WENDELL Y. BLAN- 
NING, DIRECTOR, BUREAU OF MOTOR CARRIERS; CHARLES W. 
TAYLOR, DIRECTOR, BUREAU OF SAFETY AND SERVICE; AND 
EDWARD H. COX, DIRECTOR, BUREAU OF RATES, TARIFFS AND 
INFORMAL CASES 


REQUEST FOR RESTORATION 


Senator Magnuson. The subcommittee will come to order. 

We will proceed with the Interstate Commerce Commission budget 
requests. 

We will place in the record a copy of your letter to the chairman, 
Commissioner Arpaia, setting forth the amendments and the request 
for restoration. 

(The letter referred to follows:) 

INTERSTATE COMMERCE COMMISSION, 
Washington 25, March 14, 1956 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the 
Independent Offices Appropriation Bill for 1957, 
United States Capitol, Washington 25, D. C. 

DreAR SENATOR MaGNuson: In accordance with your letter of March 2, 1956, 
there is attached herewith a statement showing by page and line number the 
changes the Commission deems necessary in H. R. 9739, Independent Offices Ap- 
propriation Act, 1957, as passed by the House of Representatives on March 7, 
1956. Also attached is a statement in support of the recommended changes. 
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Please note that the Commission requests restoration of the $100,000 reduction 
made by the House in the budget requested for the Commission, and also requests 
that the Commission’s appropriation be increased by the additional $39,000 for 
railroad safety and locomotive inspection activities recommended by the House. 

We shall appreciate the opportunity to appear before your committee in 
support of the changes requested, and to answer any questions that the com- 
mittee may have on the activities of this Commission. 

Sincerely yours, 
ANTHONY ARPAIA, Chairman. 


INTERSTATE COMMERCE COMMISSION 
SALARIES AND EXPENSES 
(Estimate $14,000,000; act, $13,900,000) 
(House hearings, pt. 2, p. 1542) 
(Page 21) 


(1) Page 21, line 1, strike out “$200” and insert in lieu therefor “$300”, 

This is the amount requested in the budget. 

(2) Page 21, line 2, strike out “forty-five” and insert in lieu therefor “sixty”. 

This is the number requested in the budget. 

(3) Page 21, line 3, insert after the “and” the following “not to exceed 
$929,000 for’. 

This is an inerease of $39,000 over the limitation on travel expenses pro- 
vided in the House Dill. 

(4) Page 21, line 4, strike out “$13,900,000” and insert “14,089,000”. 

This is an increase of $39,000 over the budget estimate. 


STATEMENT IN SUPPORT OF CHANGES REQUESTED IN THE INDEPENDENT OFFICES 
APPROPRIATION AcT, 1957—H. R. 9739, As PASSED BY THE HOUSE OF REPRESENT- 
ATIVES 


The 1957 budget provided $14 million for the Commission. The bill as passed 
by the House provides $13,900,000, or a reduction of $100,000. The House Appro- 
priation Committee stated in its report on the bill that “all of this relatively 
minor reduction is taken out of funds requested for 112 additional positions in 
the Bureau of Motor Carriers.” It is clear that the committee had reference to 
the Field Section of the Bureau of Motor Carriers, since the budget provided 
an increase of 112 positions for that section. 

A reduction of $100,000 will seriously affect the Commission’s program for a 
more active field force to investigate reports of violations and to promote safety 
of operation of motor carriers on the Nation’s highways. This decrease would 
require a reduction of 15 positions in the increase requested for the motor carrier 
field staff; namely, 4 district supervisors and 11 safety inspectors. The Com- 
mission urges your committee to restore this reduction. In this connection, the 
Commission also requests restoration of authority to purchase 60 passenger 
vehicles as provided in the budget, or 15 more than the 45 allowed in the House 
bill. District supervisors and safety inspectors of the Bureau of Motor Carriers 
require the use of Government automobiles in the performance of their duties. 

The House Appropriations Committee added $39,000 to the $1,900,000 provided 
in the budget for railroad safety and locomotive inspection activities. In pro- 
viding this increase for these activities, the bill as passed by the House does not 
provide a like increase in the total amount approved for the Commission, and 
as a result, other programs of the Commission would have to be reduced ac- 
cordingly. Therefore, it is respectfully requested that $39,000 be added to the 
total amount requested for this Commission. It is further requested that the 
$39,000 be made available for travel expenses, which would require that the 
budgeted amount of $890,000 for travel expenses be increased to $929,000. 

The Commission requested an increase in the limitation on the purchase of 
newspapers from $200 to $300, which the House committee did not allow. The 
Commission has had for a number of years under the appropriation “General 
expenses”, authority to purchase up to $200 worth of newspapers. However, 
with the transfer of defense mobilization activities to the Commission effective 
July 1, 1955, $200 is not sufficient. 
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GENERAL STATEMENT 


Senator Magnuson. Do you have a statement you wish to read ? 

Mr. Arpata, I think it will be better if we go right into item by item 

yithout any preliminaries. Whatever I have to say would be substan- 
tially what is in the letter. 

Senator Macnuson. Very well. 


COMMUNICATIONS 


Before you do begin, I wish to place into the record a letter to the 


chairman of the Appropriations Committee on this matter from the 


Senator from Maryland, Mr. Butler, and a letter from the Senator 
from Nevada, a letter from the Senior Senator from Oregon, and a 
letter from the Senator from New Mexico. There are several others 
which will be included in the record at this point. 

(The letters referred to follow :) 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
March 6, 1956. 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 

DeEAR SENATOR HAYDEN: May I refer to your attention at this time a matter 
whic h has reached a point of immediate importance in my State. 

Che Interstate Commerce Commission originally planned in 1936 to have a 
supereeae of the Bureau of Motor Carriers located in Nevada. Since — 
ur carrier population has grown considerably and our highways have bet 
nereasingly used by carriers domiciled in other States. However, Nevada pres- 
ently is one of the few States in the Nation without such represe nts ition. 

At the present time, southern Nevada is served from Phoenix and the rest 
f the State is represented from San Francisco, Calif. I have been recently 
nformed that the public service commission in Nevada is constantly receiving 

omplaints from the shippers and traveling public and competing motor car- 
ers under the jurisdiction of the Interstate Commerce Commission regarding 
olations and other matters.” Due to this latter situation and other factors 
incidental with our socioeconomic growth, there remains no apparent doubt 
that present conditions warrant full representation in all of these States. 

Current budget requests of the ICC have been cut by both the Bureau of the 
Budget and the House. I hope you will find it possible to recommend to the 
Senate Committee on Appropriations, a restoration of funds which would pro- 
vide a supervisor of the Bureau of Motor Carriers for Nevada. 

Your earnest consideration of this matter will be greatly appreciated by me 
nd by my State. 

Cordially, 
ALAN BIBLE. 


UNITED STATES SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
April 16, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Independent Offices Subcommittee, 
Senate Appropriations Committee, 
Washington, D. C. 

My DeAr SENATOR: AS you know, the boxcar situation in the State of Oregon 
has recurred annually for many years, but during recent years it has caused 
increasingly serious dislocations within the Oregon lumber industry, particularly 
among small-business men in areas that are served by one carrier instead of 
by competing railroads. 

The Senate Committee on Interstate and Foreign Commerce, under your very 
able leadership, has done a splendid job of investigating the boxcar shortage 
and working on legislative proposals to remedy the situation. With respect to 
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this year’s growing shortage of cars, I am convinced that your committee can 
be of special assistance by recommending increased appropriations for the em- 
ployment of a substantially larger number of car service personnel by the Inter- 
state Commerce Commission. 

If the Interstate Commerce Commission had more car service agents in the 
field, I am satisfied that these agents could police the freight-car shortage in 
such a manner as to greatly reduce the adverse effects of the boxcar shortage. 
I understand that for the fiscal year 1956, the Interstate Commerce Commission 
has funds for only 30 service agents. I further understand that ICC requested 
and was granted ly the House $71,000 of additional funds for 10 new car service 
agents for the fiscal year 1957. 

All indications are that the average daily shortage of 22,151 cars for the week 
ending October 29, 1955, may be surpassed this year. The most recent reports 
indicate that the average daily shortage at the present time amounts to about 
6,000 cars which is substantially worse than this time last year. In my opinion, 
it will take more than a total of 40 car service agents to do a thorough job of 
policing the freight-car shortage. 

In view of the desperate need for cars in the lumber industry of western 
Oregon, I feel that we should have a minimum of 60 car service agents in the 
field. Therefore, I request that in addition to the money granted by the House 
for 10 new service agents for fiscal 1957, your subcommittee give serious con- 
sideration to appropriating $165,000 for an additional 20 new service agents so 
as to make possible the employment of 60 in the field. 

Service agents cannot be wholly effective unless funds are made available for 
travel. To cover this item, I suggest that $20,000 be added for increased travel 
funds. 

In my opinion, the appropriation of the funds suggested in this communica- 
tion would constitute an important step forward in our fight to bring nation- 
wide relief from the economic distress caused by these shortages. 

Best personal regards. 

Sincerely, 
WAYNE MORSE. 


BROTHERHOOD OF RAILWAY AND STEAMSHIP CLERKS, 
Washington 1, D. C., April 23, 1956. 
Subject: Interstate Commerce Commission. 
Hon. WARREN G. MAGNUSON, 
Chairman, Independent Offices Subcommittee, Comittee on Appropriations, 
United States Senate, Washington 25, D. C. 


Dear SENATOR MaGNuson: This letter supplements mine of Mareh 19, con- 
cerning H. R. 9789, the independent offices appropriations bill, which contains 
sufficient money for 10 additional positions as service agents in the Car Service 
Section of the Interstate Commerce Commission for the fiseal year 1957. 

Your attention is respectfully directed to the testimony of Interstate Com- 
merce Commissioner Owen Clarke, who appeared before a subcommittee of 
the Senate Comittee on Interstate and Foreign Commerce on March 29. Com 
missioner Clarke told the committee that the freight-car shortage this year 
will be at least as serious, if not more so, than in 1955. It is therefore of the 
utmost importance to make the best use of the available car supply. The work of 
the agents in the Car Service Section can materially contribute toward seeing 
that the shipping public and the railroads take the necessary steps to make such 
a program effective. ‘The 10 additional positions in the Car Service Section, 
as approved by the House, can help bring this about, and the concurrence in this 
recommendation by you and your cominittee is urgently requested. 

Yours very respectfully, 
HARTMAN BARBER, 
General Representative. 


BROTHERHOOD OF RAILWAY AND STEAMSHIP CLERKS, 
Washington 1, D. C., March 19, 1956. 
Subject: Interstate Commerce Commission. 
Hon. WARREN G. MAGNUSON, 
Chairman, Independent Offices Subcommittee, Committee on Appropriations, 
United States Senate, Washington 25, D. C. 
Dear SENATOR MAGNUSON: H. R. 9739, the independent offices appropriations 
bill, passed the House on March 7, 1956, and contained enough money to provide 
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10 additional positions as service agents in the Car Service Section of the Inter- 
state Commerce Commission for the fiscal vear 1957. 

This section administers the provisions of section I, paragraphs 10 to 17 (a), 
inclusive, of the Interstate Commerce Act, which comprise the car-service pro- 
visions and the emergency powers of the Commission with respect to car service. 
There has been and is continuing to be a shortage of serviceable equipment on 
the railroads to meet the needs of the shipping public. During the year 1955, 
there was a shortage of suitable cars in the Northwest for timber loading. There 
was also a great shortage of equipment in the West and Southwest for grain 
loading. The present field force of 30 agents is inadequate to effectively police 
the situation. With 10 more positions available, the Car Service Section will 
be in a better position to enforce its regulations and emergency orders regarding 
the use, control, supply, movement, distribution, interchange and return of 
locomotives, cars, and other vehicles used in the transportation of property. 

It is sincerely hoped that you, the members of your subcommittee, and the 
members of the Senate Committee on Appropriations, will concur with the 
action of the House of Representatives and recommend to the Senate the 10 
additional positions as service agents, contained in the bill as passed by the 
House. 

Yours very respectfully, 
HARTMAN BARBER, 
General Representative. 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
April 12, 1956. 


Hon. CARL HAYDEN, 
Chairman, Senate Appropriations Committee, 
United States Senate, Washington, D. C. 
DEAR SENATOR: Enclosed is a copy of a letter I have received from the Cum- 
berland Lodge No. 212, International Association of Machinists, concerning the 


travel expense allowances of ICC railroad equipment inspectors. 

I would appreciate your committee givings the factors emphasized in this 
letter the utmost consideration when the independent offices appropriation bill 
comes before you. 

With best wishes, I am, 

Sincerely yours, 
JOHN MARSHALL BUTLER, 
United States Senator. 


CUMBERLAND LODGE No. 212, 
INTERNATIONAL ASSOCIATION OF MACHINISTS, 
Cumberland, Md., April 9, 1956. 
Senator JOHN MARSHALL BUTLER, 
Senate Office Building, 
Washington 25, D. C. 


DEAR SENATOR BUTLER: This is to say “Thank you” for your support toward 
enactment of H. R. 9065 which amends the Railroad Retirement Act. In view 
of your interest in our welfare, we respectfuJly call your attention to the inde- 
pendent offices appropriation bill which has just passed the House of Representa- 
tives. This bill contains appropriations which permits only 12 days per month 
expenses of travel allowance for Interstate Commerce Commission railroad 
equipment inspectors. 

Statistics issued by the Interstate Commerce Commission indicate that per- 
centagewise the locomotives in service on the railroads of the United States 
are in a worse condition so far as Federal defects are concerned, than at any time 
during the past several years. 

We feel that locomotive inspectors and safety inspectors should be allowed 
no less than 16 days away from headquarters so that they can make the proper 
number of inspections required in the interest of safety on the railroads. This 
amount of time was allowed in 1952. 

The above-mentioned bill will come up for consideration in the Senate soon, 
and your support in our efforts to increase the expenses of travel for our loco- 
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motive and safety inspectors is earnestly solicited and will be greatly appreciated 
by the membership of Cumberland Lodge No. 212, International Association of 
Machinists. 
Respectfully yours, 
C. F. SCHELBLE, 
Recording Secretary. 


UNITED STATES SENATE, 
COMMITTEE ON INTERIOR INSULAR AFFAIRS, 
April 23, 1956. 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 

My Dear Senaror: Your Committee on Appropriations will have before it for 
consideration the Independent Offices Appropriation Act of 1957. One of the 
items on which the committee will be called upon to act in the appropriation for 
the Interstate Commerce Commission. The House Appropriations Committee 
appropriated the sum of $13,900,000 to support its activities for fiscal 1957. 
The Bureau of the Budget had recommended the sum of $14 million. The House 
committee in its report earmarked the sum of $1,939,000 for railroad safety and 
locomotive inspection. This represented an increase of $39,000 over the Bureau 
of the Budget recommendation for these two activities of the Commission. 

This letter is directed to the appropriation to be granted for railroad safety 
and locomotive inspection. Officials of the Interstate Commerce Commission 
and responsible officers of the Brotherhood of Locomotive Engineers and the 
International Association of Machinists have advised me that the sum appro- 
priated by the House for these two functions will limit the travel time of inspec- 
tors engaged in this work to 11 to 12 duys per month. These same officials are 
in agreement that, if these functions are to be performed with a minimum 
degree of satisfaction, sufficient funds should be appropriated to permit at least 
16 days travel time per month per inspector. In this connection, I am advised 
that there is no need for the increase in the number of inspectors, but that what 
is required is the appropriation of an additional sum to permit the present in- 
spectors to travel 16 days per month. 

The information I have been able to develop on the additional money required 
is that, if the appropriation for railroad safety and locomotive inspection were 
raised to $2,052,813, or an increase of $113,813 over and above the House-approved 
appropriation, sufficient money would be available to keep the present inspectors 
on the road 16 days out of each month. 

I am sure that we are all agreed that safety must be paramount in the opera- 
tion of all railroad equipment, both as to freight and passenger types. We have 
recently witnessed in the area of our Capital two railroad accidents of serious 
proportions. I have reference to the horrendous accident that occurred between 
here and Baltimore only last February 23, when 6 persons were killed and 114 
injured. We all recall the incident in January 1953, when a passenger train 
arriving from Baltimore plowed almost into the center of our Union Station. 
These are not the only accidents that have occurred by any means; I mention 
them because of their close proximity. I am not prepared to say that the 
proximate cause of these accidents can be attributed to improper inspection, 
but I am more than sure that the traveling public and those working on our 
railroad system would feel far more secure if they had the knowledge that these 
two important functions of the Interstate Commerce Commission were being 
performed in the manner recommended by the Commission and the other organi- 
zations I have mentioned. 

It seems to me that inspection “on the roads” for at least half the days of 
‘ach month by inspectors is not at all unreasonable, but to the contrary is the 
minimum traveling inspection which we must approve, 

Accordingly, I sincerely urge favorable consideration by your committee of the 
requested additional appropriation. 

Sincerely, 
‘THomMas H. Kucue.. 
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CONGRESS OF THE UNITED STATES, 
House oF REPRESENTATIVES, 
Washington, D. C., April 10, 1956. 
Hon. Cart HAYDEN, 
Chairman, Senate Appropriations Committee, 
Washington 25, D. C. 

DEAR SENATOR HAYDEN: The Public Service Commission of the State of Nevada 
is extremely anxious that the Interstate Commerce Commission establish a super- 
visor’s office in Nevada to handle the motor carrier work of the ICC. 

I have been advised that in order for the ICC to establish an office with a 
supervisor, safety inspector, clerk, automobiles, travel expense, and other costs 
necessary to the maintenance of a field office in each of the 5 States now without 
a supervisor’s office, it would be necessary that the amount which the House cut 
from the ICC appropriation for the 1957 fiscal year be restored, and an additional 
$88,296 over and above the amount contained in such budget be provided. 

Your consideration of this matter would be greatly appreciated. 

Sincerely, 
CuirF Youna, M. C. 


rs 


CONGRESS OF THE UNITED STATES, 
JOINT COMMITTEE ON ATOMIC ENERGY, 
April 8, 1956. 
Hon. CarL HAYDEN, 
Chairman, Senate Appropriations Committee, 
The Capitol, Washington, D. C. 


Dear SENATOR HaypEN: In the absence of Senator Anderson, who is in New 
Mexico, I am enclosing copy of a letter from Mr. William A. Irwin, assistant 
general chairman of the International Association of Machinists, for your 
consideration. 

Sincerely yours, 
CLAUDE E. Woop, 
Administrutive Assistant to 
Senator Clinton P. Anderson. 


INTERNATIONAL ASSOCIATION OF MACHINISTS, 
Albuquerque, N. M., March 29, 1956. 
Hon. CLINTON P. ANDERSON, 
United States Senator, 
Senate Office Building, 
Washington 25, D. C. 


Deak SENATOR ANDERSON: Am advised there is a bill presently before the Senate 
for consideration, calling for an additional amount of $844,838 to be appropriated 
for locomotive inspection and $1,207,985 for railroad safety. 

The recent tragic wrecks on our Nations’ railroads should make the latter 
appropriation mandatory. Little need be said regarding this. Regarding the 
inspection of locomotives; having considerable experience in this field, am 
urgently requesting you use the services of your good office to see that this 
appropriation is approved. 

There is much in common between the tragic wrecks that have occurred re- 
cently and the fact that inspection of locomotives throughout the industry leaves 
much to be desired, with the unwarranted result that the Bureau of Locomotive 
Inspection is not functioning to the end that locomotives be able to properly per- 
form their duty, the carriers will not assume the initiative necessary to safely 
maintain their equipment; they believing that financial considerations take 
precedence over all else. 

Am also requesting your support in approving passage of H. R. 9065 when it 
comes before you. The increase in railroad retirement benefits would permit 
our retired employees and their spouses to combat the increased cost of existence 
and live in some semblance of dignity during their declining years. 

In appreciation of your favorable handling, I am, 

Respectfully yours, 
WILLIAM A. IRWIN, 
Assistant General Chairman, 
International Association of Machinists, Santa Fe System Lines. 


76535—56——21 
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BROTHERHOOD OF LOCOMOTIVE, 
FIREMEN AND ENGINEMEN, 
Washington 1, D. C., April 6, 1956. 
Senator CARL HAYDEN, 
Chairman, Senate Appropriations Committee, 
Senate Office Building, 
Washington 25, D. C. 

Dear SENATOR HAYDEN: Our brotherhood is deeply concerned regarding funds 
for locomotive and safety inspectors as contained in the appropriation for the 
Interstate Commerce Commission. 

Last year the money voted for travel of these inspectors would only permit 
them to be away from their headquarters, inspecting engines and cars, 9 days 
per month. 

It is respectfully urged that sufficient funds be appropriated for travel to per 
mit these men to travel at least 16 days per month, in order to make sure that 
railroad equipment is maintained in safe operating condition. 

Your cooperation will be greatly appreciated. 

Sincerely, 
A. M. LAMPLEY. 


P. S—The attached memorandum explains the situation in detail. 
A. M. L. 


MEMORANDUM—APPROPRIATION FOR INTERSTATE COMMERCE COMMISSION—LOCOMO 
TIVE INSPECTION AND RAILROAD SAFETY 


Statistics issued by the Interstate Commerce Commission indicate that, per- 
centagewise, the locomotives in service on the railroads of the United States 
are in a worse condition so far as Federal defects are concerned than at any 
time during the last 25 years. 

During the fiscal year 1955, 14.7 percent of the steam locomotives inspected 
by Federal inspectors were found defective—the highest percentage of defective 
engines since 1930. 

During the same year, 9.5 percent of the diesel and other nonsteam locomotives 
were found to be defective—and this percentage is higher than at any time since 
1930. For instance, on the New York Central, 15.9 percent of all diesel and 
other nonsteam locomotives inspected were found defective; on the Rock Island, 
the percentage was 20.3; on the Tennessee Central, 25 percent ; on the New Haven, 
28.8 percent and, worst of all, on the Tennessee Coal & Iron, 83.3 percent of al! 
locomotives of this type inspected were found to be defective. 

What is the reason for this? 

(1) Inspectors can only spend 9 days per month away from their headquarters 
inspecting engines. Why? Because the appropriation for travel is so sma}! 
the inspectors spend most of their time checking engines near their headquar- 
ters—and 9 days a month is not sufficient time to keep in touch with the thou 
sands of locomotives located at terminals remote from headquarters. 

(2) About three-fourths of the locomotives now in use are “other than steam”’ 
that is, those powered by diesels, electricity, ete. The inspection of a diese! 
locomotive requires more time because of the intricate electrie controls, relays 
and protective devices which are an integral part of each unit. Thus, fewer 
diesels can be inspected per day than is the case with steam engines. 

(3) The ICC estimated that 106,700 locomotives would be inspected during 
fiscal 1955. When the year ended, however, it was found that only 98,025 engines 
were actually inspected during that year—a shortage of 8,675 below the estimat: 
Of course, this was due to the fact that inspectors did not have a chance ' 
travel to the outlying inspection points. The shortage of travel funds compelled 
them to remain at their headquarters. 

Also, because of an increase in the per diem rate for Government employees 
who travel, the time spent by locomotive inspectors on the road has been reduced 
from 16 days per month in 1952, to only 9 days per month in 1956. In addition. 
effective April 1, 1956, locomotive inspectors will be required to inspect and test 
multiple unit equipment. This means the workload of these inspectors will he 
increased by more than 10 percent during this fiscal year. Such an increase 
the workload makes increased travel funds even more imperative. 

The ICC estimates that it costs $18 per day ($12 per diem and $6 transport 
tion) to keep a locomotive inspector on the road, traveling from inspection point 
to inspection point. This means that in order to permit travel 16 days per 
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month by each inspector—the same travel permitted under the 1952 appropria- 
tion—$206,448 should be provided for travel expenses. 

The same situation prevails so far as railroad safety inspectors are concerned. 
They require $19.42 per day per inspector for work away from headquarters, 
which includes per diem and transportation. Hence, it will require an appro- 
priation for travel of $351,035 to permit them to work away from headquarters 
16 days per month during the next fiscal year. 

It is urged that Congress appropriate the above amounts. 

For the last 2 years, the appropriation for the Interstate Commerce Commis- 
sion has been requested as a lump sum. Congress has refused to permit the 
funds for locomotive inspection and railroad safety to be lumped in with other 
funds for the Commission, but instead separate items in the appropriation bill 
have been made. 

In 1911, when the Bureau of Locomotive Inspection was established by Con- 
gress, it was made a quasi-independent bureau in the Interstate Commerce Com- 
mission, and the law requires that the Director and the two Assistant Directors 
shall be nominated by the President of the United States by and with the advice 
and consent of the Senate. Thus Congress made it crystal clear that this Bureau 
was to be independent. 

In order to continue this quasi-independent status it is recommended that the 
appropriation for these two purposes read as follows: “not less than ———— 
dollars for locomotive inspection and not less than ———————- dollars for railroad 
safety.” 

In this way, there will be no danger that money appropriated to operate the 
Bureau of Locomotive Inspection will be siphoned off for some other purpose in 
the Interstate Commerce Commission. Commissioner Owen Clarke of the ICO 
has indicated to me in writing that this proposed wording is satisfactory to the 
Commission. 

However, it is believed by the Brotherhood of Locomotive Firemen and En- 
ginemen that the Bureau of Locomotive Inspection is a separate entity as con- 
templated by the Inspection Act of 1911; and this change in the wording of the 
appropriation is not to be construed as a departure from the position maintained 
by this brotherhood on this subject by this brotherhood. 

A. M. LAMPLEY 
Vice President-National Legislative Representative, Brotherhood of 
Locomotive Firemen and Enginemen. 


BROTHERHOOD OF RAILROAD TRAINMEN, 
Tacoma, Wash., March 14, 1956. 
Hon. WARREN G. MAGNUSON, 
Senate Office Building, 
Washington, D. C. 

Dear SENATOR: For some time back, railroad workers have been apprehensive 
of the evident policy of the present administration to curb the activities of 
safety representatives of the Interstate Commerce Commission, and as a result 
engines and rolling stock are in more or less of a deplorable condition. 

The first move was to try to coordinate and combine several of the various 
bureaus and to intermingle the work and duties so that classified inspectors 
would be working out of their class. Next, I understand that expense allow- 
ances were cut so that inspectors could spend only a part of their time away 
from home station, and I understand that another cut has been made so that 
manne tors will be able to travel only 12 days a month. 

I understand that the Senate is now working on the independent offices appro- 
priation bill and the bill covers the allowances for the Interstate Commerce Com- 
mission. I understand that it would be necessary to appropriate $844,828 for 
locomotive inspectors and $1,207,985 for railroad safety inspectors, to cover ex- 
pense of approximately 16 days away from home station. 

I know that I need not tell you that even 16 days expense allowance is inade- 
quate and it should be more. The safety inspector for the northwest district 
(Washington-Oregon) is located in Portland, Oreg., and he could not possibly 
cover the outside terminals in 16 days a month, even in the State of Washington. 

I believe the railroad men in our State can depend upon you to do your utmost, 
to make appropriations adequate to provide necessary safety inspections of en- 
gines and equipment on railroads. 

Yours respectfully, 
BE. W. MITCHELL, 
State Legislative Representative. 
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BROTHERHOOD OF RAILROAD TRAINMEN, 
GENERAL OFFICES, 
Cleveland, Ohio, April 20, 1956. 
Hon. WaRRkEN G. MAGNUSON, 
United States Senate, 
Senate Office Building, 
Washington, D. C. 

Dear SenATOR MAGnuson: The brotherhood is particularly interested in that 
part of the Interstate Commerce Commission appropriations that has to do 
with expenses necessary to carry out railroad safety activities and locomotive 
inspection activities. 

I understand there is a proposal before your subcommittee of the Appropria- 
tions Committee to increase those 2 items by a total of $149,488 more than the 
amount contained in the House bill. 

At the present time, there is only money enough available for expenses for 
safety inspectors to permit them to work away from home about 9 days per 
month and this increase would permit them to work about 16 days per month, 
which would be equivalent to quite a large number of additional inspectors. 
We know that the inspection service at the Commission is not adequate and I 
think the recent epidemic of wrecks on railroads bears that out. 

The Interstate Commerce Commission accident report indicates that there 
was an increase of 20.3 percent in the number of railroad employees killed in serv- 
ice as compared to 1954, and about an 11 percent increase in the number of rail- 
road employees injured. For the first 2 months of this year, there was an in- 
crease of about 30 percent in deaths as compared to the same 2 months of 1955. 
There was 49 railroad employees killed and 3,012 injured in these 2 months. 

We know that there has been a considerable letdown in maintenance work on 
the part of many carriers that includes maintenance of way and structures and 
maintenance of equipment, As long as that condition exists, we can expect 
an increase in the number of railroad men being killed and injured. 

It would be appreciated very much if you would give this proposal to increase 
the amount available for expenses for these inspectors your favorable con- 
sideration. 

I think the language that is proposed to change the bill as it came from the 
House is something like this: 

“* * * not less than $1,230,178 shall be available for expenses necessary to 
earry out railroad safety activities, and not less than $840,260 shall be available 
for expenses necessary to carry out locomotive inspection activities.” 

The undersigned would be pleased to furnish any other additional informa- 
tion that you might request, if it is possible to do so. 

My kind personal regards. 

Sincerely yours, 
Harry See, 
National Legislative Representative. 


UNITED STATES SENATE, 
Washington, D. C., March 20, 1956. 
Hon. Cart HAYDEN, 
Chairman, Appropriations Committee, 
United States Senate, Washington, D. C.: 
Letter from W. A. Tatum of Temple, Tex., urging additional funds for the 


safety inspectors of locomotives and trainmen. 
Lynpon B. JoHNSON, 
United States Senator. 


TreMPLE, Trex., March 19, 1956. 
Senator Lynpon JOHNSON, 
Senate Office Building, Washington 25, D. C. 

Deak Srr: In behalf of and for the safety of the general public and the em- 
ployees of our railroads I sincerely request that you use every available means 
in your power to secure additional funds for the safety inspectors of our loco- 
motives and trains. 
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At present the funds do not provide enough travel time for the inspectors. 
Due to the increase in the length and speed of our trains the inspections are 
very necessary. 

Will appreciate any assistance you can give this matter. 

Yours truly, 
W. A. Tatum, 
Secretary, Magnolia Division 18, 
Order Railway Conductors and Brakemen. 


UniTep Srates SENATE, 
Washington, D. C., March 28, 1956. 
Hon. Cart HAYDEN, 
Chairman, Appropriations Committee, 
United States Senate, Washington, D.C.: 
Letter from E. A. Thompson, of Palestine, Tex., suggesting that safety in- 
spectors be provided funds for at least 16 days of travel per month rather than 
12 days, as now provided in the independent officers appropriations bill. 


LYNpDON B. JOHNSON, 
United States Senator. 


GENERAL GRIEVANCE COMMITTEE, 
BROTHERHOOD OF LOCOMOTIVE FIREMEN AND ENGINEMEN, 
Palestine, Texr., March 20, 1956. 
Senator LYNDON JOHNSON, 
Senate Office Building, 
Washington 25, D. C. 


Dear Sig: It is our understanding the independent offices appropriation bill 
has just passed the House of Representatives and in the fund voted for the 
Interstate Commerce Commission a sum was appropriated which will permit 
inspectors to have only about 12 days travel time per month. 

We feel this is not sufficient to insure the safety of railroad employees, the 
general public, locomotives and trains now in operation in this country. As 
you perhaps know, the lines we represent are completely dieselized and with 
these diesels came a drastic cut in mechanical forces and this cut reduced the 
maintenance of the locomotives. This was not too bad when the diesels were 
new; however, now they are several years old and in dire need of constant 
upkeep; the mechanical forces are still being cut. The very effective inspectors 
in the past have been the one thing that insured the safety we have enjoyed in 
the past. Every master mechanic and railroad official fears sending out an 
engine with a mechanical defect due to the fact that an inspector might catch 
it at terminals remote from their headquarters. I personally have seen this 
happen on numerous occasions and thanked God for the inspectors who help 
protect my life as well as the lives of others. 

We hope when this bill is considered by the Senate an additional amount will 
be appropriated to permit locomotive inspectors and safety inspectors to travel 
at least 16 days per month instead of the 9 now allowed or the 12 allowed by 
the House bill, and we urge you, our representative to this body, to help us 
by keeping the “rails” safe. 

Sincerely, 
EB. A. THompson, Jr. 


UNITED States SENATE, 
Washington, D. C., March 26, 1956. 
Senator CARL HAYDEN, 
Chairman, Senate Appropriations Committee, 
Washington, D. C. 
(Attention: Subcommittee on Independent Offices Appropriation Bill.) 
Letter from Wm. Free, legislative representative, Brotherhood of Locomotive 
Firemen and Engineers, Lodge 677, Carthage, Tex., urging appropriation for 
locomotive and safety inspectors to permit 16 days time on the road rather than 
12 as at present. 
LYNDON B. JOHNSON, 
United States Senator. 
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BROTHERHOOD OF LOCOMOTIVE FIREMEN AND ENGINEERS, LODGE 677, 
Carthage, Tex., March 23, 1956. 
Hon. LYNDON JOHNSON, 
United States Senator, Tezas, 
Senate Office Building, Washington, D.C.: 

I understand that the independent offices appropriation bill has passed the 
House and in the funds voted for the Interstate Commerce Commission, a sum 
which will permit locomotive and safety inspectors only 12 days’ travel expense 
while away from their headquarters. According to information funrnished by 
Interstate Commerce Commission records, the number of defects in locomotives 
and cars has greatly increased since the number of days of the inspectors have 
been reduced. 

In order that the safety of the employees and public may be properly pro 
tected, the inspectors should have at least 16 days time on the road. 

This will require $844,828 for locomotive inspection and $1,207,925 for railroad 
safety. 

Locomotive inspectors inspect locomotives at the terminals, and usually 
about one-half of the locomotives are on the road at the time of inspection, and 
for this reason the inspectors do not have any opportunity to inspect them, 

My information is that one locomotive inspector has about two-thirds of Texas 
locomotives and terminals as a tour of duty. Personally I do not think he could 
do a very efficient job if he had 16 days on the road. 

We will appreciate your influence and support of this matter to increase the 
appropriation in this bill to enable 16 days on the road for these safety inspec- 
tors. It may mean lives saved, for the employees and tie traveling public. 

Thanking you for your past services and with best wishes, 

Yours truly, 
WM. FREE, 
Legislative Representative. 


RESTORATIONS REQUESTED 


Senator Magnuson. You may proceed. 

Mr. Arpara. What we would like to have restored to us are the 
items which were cut by the House Subcommittee on Appropriations. 
They reduced us by a ‘total of $100,000. That $100,000 was chiefly 
cut in the field s serv ice, the field force, of the Bureau of Motor Carriers. 
They allowed $39,000 more for tr avel for railroad safet ty and loco- 
motive inspection. If we were to get the full field force that we 
requested, and the $39,000, which represents approximately a little 
less than 13 days of travel for these inspectors, locomotive and rail 
safety inspectors, then we would be able to utilize those people only 
a total of 1214 days, approximately, a month. 

Senator Magnuson. I have here a report. Your first item is 
salaries and expenses. Is that included? 

Mr. Arpata. No, because the budget was broken down into an item 
of $1,900,000 for railroad safety and locomotive i inspection activities, 
and then general activities, 

The amount allowed there was $11,861,000. The general activities 
were reduced by a total of $139,000 from the budget recommendation. 


RAILROAD SAFETY AND LOCOMOTIVE INSPECTION 


Mr. Hama. Mr. Chairman, they cut us $100,000 in the House, and 
they suggested that be taken from the field, which would be that 
plus the $39,000 that they said would go to locomotive inspection and 

safety, which would come from general expenses, and would take 
about 21 people from that field. 

Senator Magnuson. And the restoration of the $100,000 would take 
care of that situation ? 
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Mr. Hamm. Plus the $39,000. 

Senator Magnuson. Plus the $39,000 over the estimate ? 

Mr. Hamm. That is right. That would be 17 safety inspectors and 
{ motor carrier supervisors. 


PERSON NEL SITUATION 


Senator Magnuson. While we are on motor carriers, Mr. Chair- 
man, last year you will recall we gave you extra money to hire addi- 
tional personnel. I think we would like to have in the record = 
how this operation has been going since the increase in last year 
Have you raised it to what you think is a reasonable level now ¢ 

Mr. Ham. We have put on those people. We have now gotten up 
to 46 safety inspectors. That was the increase you gave us last year. 
They are all on duty n now. 

Senator Magnuson. And there was some suggestion made, as I re- 
call, that you might have trouble getting the type of people you 
wanted. 

Mr. Hamm. That is right. It took us a long time. 

Senator Macnuson. But you now have all the personnel ? 

Mr. Hamm. That is right. 

Senator Magnuson. Taking eare of the 39,000 plus the 100,000 
will allow that operation to continue at a reasonable level ? 

Mr. Hamm. This would add more. 

Senator Magnuson. It would add more? 

Mr. Hamm. It would add another 32. 

Senator Macnuson. Add another 32? 

Mr. Hamm. That is right, another 32 safety inspectors. 


DELAY IN CASE HANDLING 


Senator Magnuson. A lot of these letters that I have placed into 
the record which were received from Members of Congress, Mr. Chair- 
es in many cases are complaints about delays in handling cases 
hefore the Commission, and some of them in this field. Has that 
heen corrected somewhat? It would be with the additional per- 
sonel; would it not? 

Mr. Arpata. Of course, the field service is not the branch that proc- 
esses cases. They are the ones that make sure that these motor car- 
riers comply with our safety requirements and receive the necessary 
instructions, and help the people in the field comply with the law in 
general. Also, they assist them in questions they may have. 

Our processing is done within the Section of Complaints, as far 
as the Bureau of Motor Carriers is concerned, and within the Bureau 
of Formal Cases, so-called, as far as rate cases are concerned, and 
other proceedings. 

There, of course, our functions are divided between the hearing 
examiners and the nonhearing examiners. As far as hearing ex- 
aminers are concerned, we feel that perhaps we have enough. We are 
cutting down on the number of hearings through the device of short- 
ened procedure, which means that cases are presented through verified 
statements, and answered through verified statements, cross-examina- 
tion is allowed only when requested, and where there is a basis for it. 
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NEED FOR NON HEARING EXAMINERS 


So our real attention, as far as getting the action is concerned, is 
through employment of a sufficient number of nonhearing examiners. 
It takes time to train people to do that job. If we were to put our 
finger on the heart of the problem, I had some figures drawn up, and 
I hope I have them, it would show that we are going to lose a great 
number of people, more than allowable, because of the fact that they 
become subject to retirement. Due to the fact that this Commission 
through the period of years has had no opportunity to train personnel 
on account of the limited budget, there has been a gap. 

The figures show that in formal cases, 29.9 percent are over 60 
years of age, that 49.2 percent of those are eligible for immediate 
retirement or retirement within 2 years. That is a critical thing, 
because it is going to take time to employ the proper people and to 
train them. 

In the Bureau of Motor Carriers, it is not so critical. We have 
26.7 percent of the people there who will be eligible for retirement 
either now or within the next 2 years. 


ANTICIPATED RETIREES 


But the total for the entire personnel of the Commission which 
are grade 12 and over, and that means technical people, who would 
be eligible for retirement within 2 years, is 32.5 percent. 

I think if we are conscious of our obligation, if we want to make 
sure that these functions, if they are going to continue, are going to 
be done properly, we have to begin to train people and begin to train 
them early. It is not easy to find people willing to come in, and it is 
not easy to hold people after they do come in today. We have to 
guard against the possibility that all of a sudden we may find our- 
selves handicapped without proper people to handle these matters. 

Senator Macnuson. Would the restoration of the amounts we are 
talking about here also allow you on the railway safety inspectors to 
increase the travel days per month ? 

Mr. Hamm. That would raise us to 12 days, 1214 days per month 
from 9 days that they now have. 

Senator Maenuson. How much would you need to raise that limi- 
tation to 16 days a month ? 

Mr. Hamm. $99,583, I believe. 

Senator Magnuson. Do you think it is desirable to have 16 days a 
month rather than 12? 

Mr. Arpats. We certainly do. 

Mr. Hamm. I think so. 


LOCOMOTIVE INSPECTION POINTS 


Senator Magnuson. They have, I understand, about 4,000 loco- 
motive inspection points throughout the Nation. 

Mr. Hamm. That is correct. 

Senator Magnuson. And because you did not have funds, there 
were some of those points that they could not cover last year; that is 
correct ? 

Mr. Hamm. That is correct. There was no travel money. I think 
there were 182 points that were not covered. 
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Mr. Cxiarke. No inspection at 182 points and not over 1 or 2 in- 
spections at 55 other points. 

Senator Maenuson. So that an increase of 99,000, as I understand 
it, would allow complete inspection of this? 

Mr. CuarKe. That is correct; 16 days would do that. 

Senator Maenuson. This year you had better than the previous 
year ? 

Mr. Ciarke. We did, except for the fact that during the year the 
per diem allowance was increased to $12. 

Senator Magnuson. I know the House committee compliments this 
Division and the ICC on decrease of accidents which can be traced, I 
suppose, indirectly, maybe directly, to the fact that you had enough 
funds to make more points. 

Mr. Crarke. Right. 

Senator Magnuson. Surely the cost involved would be insignifi- 
cant if you could do this job and do it completely. 

Mr. Hamm. That is correct. 

Mr. Arpata. Incidentally, I might point out with respect to the 16 
days service per month, the fact that allowance has been made for 
the fact that employees are allowed 26 days annual leave. 

Senator Magnuson. All of the people interested, the railway labor 
groups and unions themselves have all sent in communications speak- 
ing of the importance of this area. The Senators from Arizona and 
New Mexico, and the Congressmen, want a supervisor in motor car- 
riers. Would this increase allow that? 

Mr. Arpata. Yes. 

Mr. Hamm. The additional supervisors and safety inspectors in the 
Motor Carrier Bureau; yes. 


COMMUNICATIONS RECEIVED 


Senator Magnuson. They have sent several communications in 
here on that. 

Mr. ArpatA. I got a letter from Senator Bible only yesterday. 

Senator Magnuson. We also have received a letter from the chair- 
man of this full committee, Mr. Hayden, and 1 from the Congressman, 
and 1 from the New Mexico Senator. 


CAR SERVICE AGENTS 


Senator Magnuson. We also have a communication from the Sena- 
tor from Oregon asking me to inquire about the question, and I will 
read the paragraph, 

If the ICC had more car-service agents in the field, I am satisfied these agents 


could police the freight-car shortage in such a manner as to greatly reduce the 
adverse effects on the boxcar shortage. 


He goes on to say that— 


In fiscal year 1956 the ICC had funds for only 30 service agents. I further un- 
derstand the ICC request was granted by the House for $71,000 of additional 
funds for 10 new-car-service agents. 

Mr. Hamm. That is right. They are included. 

Senator Magnuson. So we can hope that that may be helpful in the 
boxcar shortage situation ? 

Mr. Arpata. Every little bit helps. 
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Senator Magnuson. And that will be appreciated by myself, be- 
cause every year upstairs I go through the same old story, and every 
vear the same answers. We have just finished a hearing again on 
boxcar shortages. That should be helpful to that extent. 

Mr. Arpata. That is right. 

Senator Magnuson. What do they do, sort of police the turn- 
around ? 

Mr. Arpata. I think perhaps Commissioner Clarke can verify this. 
They check where cars are being held up and why, and whether cars 
are receiving the maximum utilization in the shortest possible time. 

Senator Magnuson. Do they make suggestions to the railroads? 


DISCRIMINATION IN CAR DISTRIBUTION 


Mr. Ciarke. Yes; they do. They run down complaints about dis- 
crimination in car distribution, and they then contact the railroad 
and nearly always get the thing straightened out in the field. But it 
takes manpower to do that. 

Senator Magnuson. That should help the railroads also because it 
enables them to have a little more check on their turnaround problem. 

Mr. Ciarke. That is correct. 

Senator Magnuson. It particularly helps the western railroads in 
this case, because the hearing out there brings out that the movement 
west of the Mississippi and east is about 60-40, and that is what 
causes some of our trouble and kills the incentive for western railroads 
to build new cars. We will have testimony next week on that. I am 
glad to know there will be more inspectors. 

Mr. Hamm. There are 10 included in this. 

Senator Magnuson. Have you anything else in the bill which you 
wanted to discuss ? 

The budget gave you in money $14 million, and the House only cut 
that $100,000. We are talking about the two additions. 

Mr. Hamm. That is right. 


WORK BACKLOG 


Senator Macnuson. I always ask this question: Generally speaking, 
how are you coming with your agenda down there? What is the 
regulatory lag? Is it better than it used to be? 

Mr. Arpata, It is a lot better than it was. We have made vast im- 
provements internally trying to increase production, remove bottle- 
necks. But, naturally, we are still inadequately staffed. However, 
we have to be realistic. 

Senator Magnuson. Is that, Mr. Chairman, because—and perhaps 
the record ought to show this—No. 1, of course, it is obvious that 
with more money you can get more staff. But there is a second factor, 
the scarcity or the inability of the Commission to get the kind of 
people you want for some of these technical, legal, and other jobs. 

Mr. Arpata. We have to train those people. Here is our problem: 
After all, it takes time and it takes the time of experienced people 
to help train them. When you have been on a starvation diet for a 
long time, you cannot start to eat beefsteak pie; you have to take 
milk and water. We cannot absorb an awful lot of increased person- 
nel at one time. We have to go slowly. That is an unfortunate 





INDEPENDENT OFFICES APPROPRIATIONS, 1957 329 


thing. But if we find the right material—and I think we have been 
very lucky; I think we have acquired some very good young people 
there as we have gone along and have trained them. Our next prob- 
lem will be to hold them. 

We have, I think, been very discerning in that respect, and I think 
we have some good people who are developing quite fast. 

Senator Magnuson. In other words, the situation is a little better? 

Mr. Arpata. That is correct. 

Senator Macnuson. And the bottlenecks are being taken care of 
much better than they were before. This year is better than last year. 

Mr. Arpata. Yes. It is getting better every year. We still have to 
take people as the pressure grows in one place, take them from there 
and put them on something ‘else. But I do not know that there is an 
immediate cure for that. 


BUDGET REQUEST FOR PERSON NEL 


Senator Magnuson. Did you ask Budget for more personnel ? 

Mr. Arrata. Yes. Our request of the ‘Bureau was for $15,376,000, 
but they only recommended $14 million. 

Senator Magnuson. So your cut from what you thought you needed 
was $1 million? 

Mr. Arpata. That is right. 

Senator Macnuson. And that was mainly in the field of adminis- 
trative expenses; was it? 

Mr. Arpata. For instance, on a rundown of this list, we asked 

Senator Magnuson. I do not have a copy of that list. The million 
dollar cut from the budget estimate was mainly, was it not, in ad- 
ministrative expense ¢ 

Mr. Arpata. Yes. 

Mr. Hamm. The money was $1,376,000 that the Bureau of the Budget 
cut. 

Senator Magnuson. That was mainly salaries and personnel? 

Mr. Hamm. That is correct. 

Senator Magnuson. Do you think you could have made more pro- 
gress with that extra $1.3 million ? 

Mr. Arpatra. As I say, we kept in mind when this budget request 
was made only asking for enough people which we could absorb, 
keeping in mind the fact that we cannot go too fast too soon. 

Senator Magnuson. Yes. If we gave you $10 million, that would 
not mean that you could necessarily perfor m the job, because you have 
to train these people as you bring them in. 


PERSONNEL CUTS 


Mr. Arpata. I could run down that list as to what the decrease 
represents by way of personnel, the decrease allowed by the Bureau 
of the Budget. We have 5 field attorneys cut down, 12 nonhearing 
examiners in the Bureau of Motor Carriers, and 6 clerks, and we 
have a tremendous shortage of clerical help, 35 district supervisors, 25 
motor carrier safety inspectors, and 54 aaah stenographers. In the 
Bureau of Rates, Tariffs, and Informal Cases, we were cut down 15 
requested tariff examiners, which is a very important activity. 

Senator Macnuson. Trial examiners? 
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Mr. Arpata. Tariff examiners. You see, all of these tariffs, hun- 
dreds of thousands of them, are filed with us, and they should be 
examined. ; : 

Senator Magnuson. They are nonhearing. They just go into the 
tariffs and check them? 

Mr. Arpata. Yes, to see whether or not they comply with the rules 
and requirements. Then in “All others” there are five, which I do 
not quite know about. 

Senator Maenuson. Basically it is personnel? 

Mr. Arpata, That is correct. The reason why I say we asked for this 
number of people is not that that would enable us to do the job that 
we should do, but it would be the number of people that we could 
properly and efficiently absorb at this time. 

Mr. Hamm. This reduction, Mr. Chairman, which Chairman 
Arpaia was reading off, is a reduction in the request made to the 
Bureau of the Budget. They did grant some, but those were the 
ones taken off of our initial request. 


ANTICIPATED INCREASE IN TRUCK TRAFFIC 


Senator Dirksen. Mr. Arpaia, what do you foresee by way of in- 
creased truck traffic over a period of 5 or 10 years? 

The reason I raise the question is that I recall when they had the 
trucking convention in Chicago I was talking to the president of one 
of the large tire-manufacturing organizations. Obviously, they have 
to look into the future and gear their operations so that they will be 
able to take care of the demand. 

It was not too long that they foresaw an increase of about 10 million 
vehicles. I do not know quite how they divided it up as between 
trucks and passenger cars. I presume you have been making some 
estimates of the situation, have you not? 

Mr. Arpata. We do not make an estimate on the basis of the num- 
ber of trucks. But, obviously, as this country expands, as the popula- 
tion grows, as there is more and more dispersal of industry, the need 
for over-the-road vehicles increases. Naturally, as the economy rises 
or falls, you will find that freight, particularly, is just a concomitant 
of the rest of industry and the economy. 

The volume of freight drops. In fact, it anticipates business con- 
ditions a little bit. A pretty good index of what is going to happen to 
our economy is in freight statistics. When people anticipate better 
business, they build up inventories, and as they see a drop in business, 
they reduce inventories. 

Looking ahead, obviously this country is growing, and it will con- 
tinue to grow, and there will be increased traffic not only by truck, but 
by rail, by air and every other form of transportation. 


PROMOTION OF HIGHWAY SAFETY 


Senator Dirksen. Specifically, how do these people promote high- 
way safety? 

Mr. Arpata. We do it by a process of education. Our efforts with 
the number of people we have, cannot be described as those of a police- 
man. We go into the terminals of these people, we instruct them in 
our safety procedures and requirements and make sure that they in- 
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spect their vehicles, make sure that they have proper driver training, 
check their logs to see that they do not violate the safety regulations, 
and, of course, we do have some road checks to the extent possible. 

But our activities do not cross over into the activities of the State 
enforcement agencies. They police their local regulations, such as 
speed, weights, and other factors. I think in the past there has been 
a lot of confusion about that. The States welcome what we do. It 
helps them. We welcome what they do because it makes sure that 
the measures and local laws, which are all intended to promote safety, 
are carried out. 

Senator Diexsen. In the main, what are the violations you referred 
to in your statement. You say a more active field force to investi- 
gate the violations. 

Mr. Arpata. For instance, explosive carriers have to have certain 
types of signs. You have to have certain types of brakes, certain 
types of lights. You cannot let drivers drive over 10 hours continu- 
ously, and the log shows that. There are many of these safety regula- 
tions that we have to make sure are being complied with. 

Senator Dirksen. How are these things being reported to you? 

Mr. Arapata. They are reported in various ways, but we do it by a 
process of inspection of the carrier’s records, and through violation 
reports by local officers, and sometimes they are very good, and if 
they knew more about our safety regulations they would be better. 


RESPONSIBILITY OF COMMISSION 


Senator Maenuson. You have this problem, too, do you not, that 
there are about 3 million private trucks on the road, 3 million agri- 
cultural carriers, and I think 1.4 million regulated carriers. So you 
are trying to work in a field where a great number of people are not 
regulated at all, or where you have no jurisdiction. 

Mr. Arpata. We are responsible for safety. These nonregulated 
carriers and private carriers are subject to our safety regulations by 
the act. However, the educational process insofar as they are con- 
cerned is unsatisfactory ; we do not know who they are. Asa matter 
of fact, we had a recommendation in our annual report that may be 
misunderstood. I know private carriers and exempt carriers think 
“This is the first step toward trying to bring us under regulation.” 
We say they should be registered with the Commission. Our only pur- 
pose in asking this is so that we can send them information and educa- 
tional material, and let them know what the safety regulations are. 

I assume a lot of them do not even know they exist. That was 
the purpose of that recommendation, so that we can help safety on 
the highway by having these people comply. I have had representa- 
tives of some of them come in to the office and really endorse this 
idea. They like the idea. They say that “We recognize a lot of 
things are happening here.” We have had some glaring instances 
of drivers driving 30 hours in a truck not having any brakes at all, 
practically, and stopping at a gas station and trying to keep their 
engines going, resulting in terrible disaster and fatalities. 

Rasatee Dirksen. What is the 10-hour rule you referred to? 

Mr. Arpara. A driver cannot drive continuously more than 10 hours 
without having a proper amount of rest. 
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Senator Dirksen. Does that rule apply to the members of the Com- 
mission, too? 


Mr. Arpara. Apparently not. We are driving ourselves, at least, 
24 hours a day. 


WORK SITUATION 


Senator Dirksen. What is the state of your docket presently on 
applications and petitions and the general matters presented to the 
Commission ¢ 

Mr. Arpata. We have made tremendous strides. Of course I 
think one of the things that has never been properly explained is 
that we always refer to backlog or at least that word is used, but 
with us we have these things flowing in faster than we can process 
them. We are trying to keep current with the flow. 

We get about 250 applications a month. Surprisingly, as it may 
seem, you may think that after so many years of granting certificates, 
there would not be the need for so many applications. But we get 
them just the same. We try to keep up with that, but it takes a cer- 
tain period of time to process applications. 

Another thing is there is no uniformity to any of our proceedings. 
You might have one matter that would take half an hour, or an hour, 
or 3 hours of hearing, a very simple record. And you might have 
another one—and we have one now—that goes on for 3 months. Ob- 
viously, when you have a record of that size, with exhibits and things 
like that, it is going to take time. The parties themselves ask for 
time. They want to file briefs, and there are processes to go through. 
It is not like you have a pattern and you can say, “This is the amount 
of time you should take and that is it.” 

You never can anticipate what we are going to have. Our work- 
load is not measurable. 

Recently, not in the Bureau of Motor Carriers, but in the Com- 
mission, we had 3 or 4 big matters come at us at one time, and they 
came in right during the Christmas holidays. They necessarily re- 
quired immediate attention. It required a lot of personnel to do that 
job. Obviously, you have to neglect something else. 

We are not geared to take care of emergencies. We do not have that 
many people. I think sometimes when they talk about backlog, and 
it is one thing which ought to be defined sometime, it is not like the 
FCC where they allocate so many channels and that is it, and they 
take care of those until they get rid of them. They do not have any- 
thing else. To us it keeps coming in like water flowing down a river. 
It is a major proposition. 

Senator Dirksen. The additional $39,000 is a travel item, is it? 


TRAVEL FUNDS 


Mr. Arpata. That is purely travel. As we explained, that will only 
allow the utilization of these inspectors about 12 daysa month. Obvi- 
ously, it does not pay to have people sit in a corner someplace. You 
ought to get them out where they belong. Frankly, I think they ought 
to be used 16 days a month. 

Senator Macnuson. They have 4,000 inspection points in the United 
States, and did not have enough to cover them all last year. 

Mr. Hamm. We need more travel money than personnel, actually. 
If they have the money to move around, they can do the job. 





INDEPENDENT OFFICES APPROPRIATIONS, 1957 333 


Senator Dirksen. | believe that is all, Mr. Chairman, except to note 
the presence of our associate over there, Bob Minor. 


PRESENTATION OF DELEGATION 


Mr. Arpara. I should have presented the people who are here. We 
have Commissioner Minor, Commissioner Clarke, Commissioner 
Murphy, Commissioner Freas, and Commissioner Walrath. Next we 
have Director Taylor, Secretary McCoy, Director Blanning, of the 
Bureau of Motor Carriers, Mr. Cox, Director of our Bureau of Rates 
Tariffs and Informal] Cases, Acting Managing Director Hamm, Ernest 
Weiss, Assistant to the Managing Director, Mr. Taylor, Director of 
the Bureau of Safety and Service, and J. Neil Ryan, Budget and Fis- 
cal Officer. 


TRANSPORTATION OF MIGRANT WORKERS 


Senator Magnuson. I want to ask about this. We passed a bill 
out of my committee on Wednesday which will give you the regulatory 
authority to regulate all transportation of migrant workers. You 
will probably have to set up some more personnel for that. I have 
no doubt that the bill will pass with this session of Congress. 

Mr. Arpata. We cooperated with the Department of Labor in draft- 
ing that bill, incidentally, and, there again you have to have people 
check that. It is an ambulator ything. It is not a thing that is fixed 
in one place. 

Senator Magnuson. Will the passage of trip lease help a little bit to 
reduce personnel or increase it ? 

Mr. Arpata. Our problems never become simplified by any legisla- 
tion that I have ever seen. Of course, that is a great big matter. 

Senator Macnuson. It will solve the policy question, I agree with 
you there. 

Mr. Arpatra. I think we will be relieved to know that that is one 
thing that is out of the way which has been occupying a good deal of 
our time, incidentally. 

Senator Magnuson. I expect before this Congress recesses there will 
be a trip lease. 

Mr. Arpaia. The hearings are scheduled before the House, I think, 
on the 16th of May. 

Senator Magnuson. Of course, as you members of the Commission 
followed it, and it did take a lot of our time up here, too, I think we 
have arrived at a fairly decent compromise. 

Mr. Arpara. I think it is a question of balancing interests in this 
country. 

Senator Macnuson. I believe the Commission will probably agree 
with me that it did pose a serious question, that some day we are going 
to have to meet the question of private carriers, as trucking increases 
and as the thing gets jammed. I suppose with the passage of this 
highway bill that will pose some more problems for the Commission. 

Mr. Arpaia. Everything that increases the travel of trucks on the 
highway increases our problem. 
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PRIVATE TRANSPORTATION 


If it is not imposing upon the committee’s time, I would like to say 
a word about private transportation. Obviously, Congress has de- 
cided that public transportation is vital and necessary to the great mass 
of people in this country. History shows that the standard of living 
of a country is geared to the efficiency of the public transportation 
system. The greatest dangers that face public transportation today 
are the inroads of private transportation, and private transportation 
is being encouraged, if I may say so, by the tax policies of this 
Government. 

ELIMINATION OF 3-PERCENT TAX 


Where there is 3 percent transportation tax, there is just enough dif- 
ference to make it profitable for someone to go into private transporta- 
tion. There are plenty of motor carriers that would like to earn 3 per- 
cent. If that 3-percent tax were eliminated, I think there, by virtue of 
that one thing alone, you would have more traffic being handled by 
public transportation more efficiently, at perhaps lower costs for every- 
body. That is one of the biggest items. 

Only recently, Commissioner Freas pointed out that whereas it is 3 
percent in a great proportion of the country, in California, because of 
the State tax, it comes to 6.25 percent, which makes an inducement 
which is irresistible, in my opinion, for a person not to engage in 
private transportation if he can afford to get the vehicles. Getting 
the vehicles is becoming easier and easier, because all you have to do 
today through the rental companies is go out and rent them. 

Senator Magnuson. That is going to pose some problems, too. 
How are we coming on uniform regulations throughout the country ? 

Mr. Arpata. Are you talking about the State regulations? 

Senator Magnuson. Yes, on weights and loads. 

Mr. ArpatA. We, of course do not concern ourselves with that prob- 
lem. 

Senator Magnuson. No, but the Commission made a long study 
on it at one time, and made some recommendations to various States 
in an effort to achieve uniformity. 


COUNCIL OF STATE GOVERN MENTS 


Mr. Arpata. There is this Council of State Governments, I 
think that is the name of it, in Chicago. I have had conferences with 
them. They have asked us to contribute whatever ideas we could. 
There is a practical problem, however. For instance, they asked me 
“What would you consider Utopia?” I said, “I would consider 
Utopia from a safety point of view if every State had substantially 
the same safety regulations that we have.” He thought that was a 
great idea. 

I started to check into it, and some State constitutions would have 
to be amended. Some put this power in the motor vehicle commis- 
sioner; some in the highway commissioner. Some of them have to 
change the regulations | every time, and there is no delegation. It is 
a practical problem. 
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And what would you consider Utopia as far as uniformity? |Obvi- 
ously, the States are sovereign in that respect. They can decide that 
a maximum weight should be 60,000, 45,000, or 30,000. They are going 
up and they are recognizing that. But it is a difficult job. ‘Obviously, 
there are barriers created. You can have barriers, in spite of the 
interstate commerce laws and the Constitution, that are effective 
through just that sort of means. But it is not within our jurisdiction 
and I do not know what there is to be done about it unless you had a 
Federal registration act and some sort of a comity agreement. 


RECOMMENDATIONS ON CABINET REPORT 


Senator Magnuson. Has the Commission been asked to testify on the 
hearings of the Cabinet report ? 

Mr. Arpaia. Yes. We testified yesterday. 

Senator Magnuson. You testified yesterday ? 

Mr. ArpatA, Yes. 

Senator Macgnuson. Did the Commission express a recommenda- 
tion ? 

Mr. Arpata. Yes. We took a position that we are not in favor of 
the heart of the recommendation, which is to destroy or remove the 
power of the Commission to fix rates at a minimum reasonable level 
which may be above out-of-pocket costs. The key to the whole thing, 
of course, is removing from the declaration of policy y of the act, the 
words “unfair or destructive competitive practices.” Obviously you 
cannot treat transportation with less tenderness than you would ordi- 
nary business. 

If the Robinson-Patman Act says you can stop unfair destructive 
competition for ordinary business, and you have a thing like trans- 
portation which is so vital, you could have this happen. You could 
restore the conditions which existed before the Motor Carriers Act 
was passed, or before the Interstate Commerce Act was passed, when 
you had all the evils of cutthroat competition. 

We are interpreting these things from the broad point of view of 
the public interest. We do not advocate a segment or form of trans- 
portation. That is not our concern. What we are interested in is 
how does this affect the Nation’s interest, the public’s interest, and I 
think it is wise to find that public interest in the present declaration 
of policy. 

Senator Maenuson. Those hearings will probably go on for awhile. 
I saw a list of the witnesses the other day. I believe in the meantime 
the concensus of our committee is that we will wait until the House 
gets through. There is no use duplicating this. I am glad that the 
Commission did express an opinion. After all, you are an arm of 
Congress and we asked you for coments on this matter. 

Mr. Arpata. We are performing the job for Congress. We are 
trying to administer this act exactly as Congress defined it. 


STATEMENT OF CHAIRMAN REGARDING BUDGET 


Senator Magnuson. I think your budget is very modest. I think 
the people ought to realize that this business of transportation in the 
United States, particularly that which is regulated, is just growing, 
growing, growing. I received some figures the other day which are 

76535—56——22 
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almost startling, that in an overall gross take in the United States of 
close to $400 billion, $70 billion is in the transportation field, and 1 out 
of 18 people working today work in the transportation field. 

When you are dealing with that big slice of our economy, and this 
is the only body we have that deals with it, outside of the States, of 
course, which have their own bodies, you are dealing with a big seg- 
ment. Out of $70 billion if we are using only $14 million to keep it 
in kilter, I think that is a pretty modest budget. 

Mr. Arpara. May I make an observation there, Mr. Chairman, and 
Senator Dirksen ? 

Senator Magnuson. Yes. 


UNITED STATES TRANSPORTATION SYSTEM 


Mr. Arpaia. In this country we have the finest transportation sys- 
tem in the civilized world. Obviously, there is no locality in this 
country that does not get service at reasonable rates. Every part of 
the country has been able to expand and prosper. It costs this coun- 
try $14 million to have that job done. That has not been an accident. 
That has been due to the fact that there has been somebody there, a 
forum there, that has kept these things in line. 

Compare that, if you will, to a deficit of $97 million in France last 
year. In addition to the fact that in this country we do not have any 
of those operating deficits, we fortunately have private enterprise 
running our transportation system. This country, this Nation, exclud- 
ing State taxes on motor vehicles and motor vehicle property, collected 
$114 billion in taxes. That, to me, coupled with the fact that the 
most vital part of any economy is transportation—it does not do any 


good to have all the resources in the world unless you can use them, 
and you cannot use them unless you have transport: ition and efficient 
ennnnien ation—is one of the wonders of this country’s expansion, 


one of the most vital bases of this country’s expansion. 

It seems to me that people outside of the United States understand 
and see it, but a lot of people in this country do not. 

Senator Maaneson. That is correct. It is all private, too. 

Mr. Arpata. Yes. 

Senator Magnuson. There are 1 or 2 rare exceptions. 

Senator Dirksen. All they need to do, Mr. Arpaia, is take a look at 
a country which does not have transportation. 

Mr. Arpara. That is right. And in time of war, in time of disaster, 
we alw: ays had a transportation plant that could meet the requirements 
of that emergency. 

RAILROAD RATE INCREASE 


Senator Magnuson. We will allow the Senator from Florida to ask 
a question. 

Senator Smatuers. Thank you, Mr. Chairman. 

Let me just say to the Chairman of the ICC that I am seeking in- 
formation. I understand there has been a rate increase requested by 
the railroads with respect to cut flowers, vegetables, and fruits, which 
is supposed to become final as of May 1. I wondered about the pro- 
cedure which makes it come before one of your divisions over there. 
I must say that the people in Florida have just recently, apparently, 
become aware of it, although they should have been aware of it long 
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before. I was wondering if, under your procedure, there was any 
method by which we could keep this from becoming final so that those 
people who might want to object to it will have an additional time in 
which to object, or whether or not the procedure is already so limited 
that they have missed. 

Mr. Arpara. That is Railway Express, not the railroads as such. 
The Railway Express Agency is owned by the railroads. Commis- 
sioner Freas, who is chairman of division 2, is handling that matter, 
and I could have him answer. 

Senator Magnuson. Commissioner, would you like to answer the 
question of the Senator from Florida? 

Senator Smaruers. I am not asking you to discuss anything with 
respect to the merits. We would not want to, in any way, encumber you 
by asking that. But as a matter of procedure, is there a procedural 
method which might be followed? This thing has suddenly blossomed 
up in our State, and I know out in the chairman’s State the problem 
is also one of great concern out there. 

Mr. Freas. There is a procedural arrangement for that. That is 
why largely the changes have to be made on a 30-day notice, so that 
the public has an opportunity to protest. They are given time up to 
12 days before the time the rate would otherwise become effective. 

In this particular change, we have quite a lot of them, both from 
the southeastern area and the far western area, and probably some from 
in between. Ordinarily the suspension board gets those things to- 
gether, analyzes them, and then either acts on its own, as it has the right 
to in certain matters, or refers it to the division. These particular 
cases will be referred directly to division 2. The Board is working 
on them right now. 

We were promised that the whole thing will be before us when we 
return to the office. The division will act on it this afternoon, either 
suspending it or not suspending it. 

As the Senator suggested, we cannot discuss the merits, and T would 
not know the facts at the moment. But we will consider it this after- 
noon. 

Senator Magnuson. Did you have any hearings in the field on this 
at all? 

Mr. Freas. No: under the suspension procedure, there is no pro- 
vision for hearings in the field. If the rates are suspended, then the 
matter will be set for hearing. 

Senator Magnuson. Let me get this straight. The rates now are 
in existence. This is an application for increase, is that correct ? 

Mr. Freras. That is right. 

Senator Magnuson. What do you mean by suspension? I do not 
quite understand it. 

Mr. Arpata. The tariff has been filed. It becomes operative nor- 
mally in 30 days. 

Senator Magnuson, I see. They have filed the increased rates and 
if you do not do anything about it, they take effect, is that correct ? 

Mr. Freas. Normally these rates will go into effect on May 1. If 
upon analysis of the protest and the answer of the other parties, it 
appears that there is some real injury brought about by the rates 
which cannot be reached in some other way, the Commission has the 
right and in many cases does suspend it, hold up the operation of that 
schedule, pending a full determination of a formal hearing. 
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If the Commission or division does not suspend it, then, of course, 
the only resource would be to reach it by a complaint. 

Senator Smaruers. So if you decided to suspend it, then your 
procedure would be to have hearings at which time these people could 
come before you and protest those 1 rates? 

Mr. Freas. That is right. 

Senator Maexvson. I would suggest in this case that the people 
I have recently heard from are not big people in the sense that they 
have money or a lot of facilities to come here if they feel they are in- 
jured. If you did decide the suspension, it might be desirable to have 
something done in the field. There are 3 or 4 areas of the United 
States that would be more affected. One would be in Florida, and 
1 will get my oar in, too, my country, and it is pretty hard for them 
to marshal their opposition if they feel they are aggrieved and come 
all the way back here and present it in the right way. 


MODIFIED PROCEDURE METHOD 


Mr. Freas. Senator Magnuson, to meet that situation, the Com- 
mission has set up a very inexpensive procedure. A proceeding of 
that kind, if the division suspends, will ordinarily be handled under 
what we call our modified procedure method. In that case, the parties 
will send in their information in the form of verified statements, 
first the respondents and then the protestants, and then there is an 
opportunity for reply. There is no oral hearing unless it specifically 
is requested by one of the parties. 

So the people throughout the entire country are on a par, and it 
does provide a very inexpensive procedure. 

Senator Magnuson. Some of these people like to be right there. 
There is nothing like presence. 

Mr. Arpara. You have heard of that time lag. 

Senator Macnuson. The regulatory lag I he: ard of. 

Mr. Arpara. No, the time lag. They say it takes too long to get 
these results. They had the big $100,000 boxcar exhibit and showed 
records so high and how many months it took. There is the reason for 
that. If you want to provide hearings, and give people an oppor- 
tunity to be heard, you cannot do it ov ernight. 

Senator SmaTuers. That is why we in the Senate defeated the 
timelag bill. 

Mr, Arpaia. I do not remember it coming up. 

Senator Smaruers. Two years ago it came up and got on the floor 
and we sent it back to the committee. 

Senator Macnuson. I appreciate that, and my whole discussion here 
with you this morning was that you do have this problem, you do 
need more personnel ‘to handle it, but sometimes even giving you 
money does not necessarily clear it up because you do not have the 
experienced type of personnel that you must train. 

Mr. Arpara. And that takes a lot of time and personnel to get those 
things done. Of course, there again there is a sort of emergency 
or unexpected sort of thing; the filing of these general increase tariffs 
by the Railway Express. We have had them by the railroad, by the 
motor carriers, by Railway Express and the rest of them. Those are 
not foreseeable things. They come about and you have to take people 
from one thing and put them on that. 
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Senator Magnuson. This thing hits us pretty fast on May 1. Some 
of the people affected were not really aware of it. They are smaller 
people, smaller shippers. 

Senator Smaruers. Just this week was the first time we began to 
hear about it. 

Senator Magnuson. They are small shippers and do not have the 
organization to keep abreast of these things as they could. I appreci- 
ate these things happening. There, again, as you say, is a case where 
you get into this so-called lag. 

Mr. Arpara. If we wanted to be arbitrary, we can be fast as the 
dickens, but we want to give the people an opportunity to be heard 
and extend due process. 

Senator Smaruers. Mr. Chairman, may I thank you for allowing 
me to enter. May I take 1 second to enter some testimony in the 
record ¢ 

_ Senator Maenuson. You are chairman of the Subcommittee on 
Surface Transportation. 


COMMENDATION OF COMMISSION 


Senator Smatuers. That is correct. I wish to say this, that I 
have been in contact with the Chairman and many members of the 
Commission a great deal over the last 18 months. I can certainly 
personally testify that I think they are doing an excellent job, but 
they do need additional help. I think you know it, and the Senator 
from Illinois knows it. I hope when you mark up this bill that you 
can give them that help which they need. We are giving them cer- 
tain responsibilities which are difficult for them to carry out with the 
limited personnel that they have. 

I am personally acquainted with that problem. If the chief, Sena- 
tor Hayden, will help them out, they can do a better job, and do a 

etter job for the country, and everybody will benefit by it. 
bett b for tl tr 1 ybody will benefit by it 
enator sEN. Before Senator Smathers leaves, 1 want to be 

Senator Dirksen. Before S 
sure that this division of the Interstate Commerce Commission which 
is sitting up here this morning will be joined with Mr. Freas’ division 
so there will not be a split decision. ' 

Senator Smatuers. Thank you very much, Mr. Chairman, and ex- 

. . 7 9 
cuse me for breaking in. 

Senator Maenuson. Thank you, Mr. Arpaia. 

I do not think we have further questions. We appreciate your 
coming. 


NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 


STATEMENTS OF DR. JEROME C. HUNSAKER, CHAIRMAN; JOHN B. 
MACAULEY, DEPUTY ASSISTANT SECRETARY OF DEFENSE, 
RESEARCH AND DEVELOPMENT; LT. GEN. DONALD L. PUTT, 
DEPUTY CHIEF OF STAFF, DEVELOPMENT, UNITED STATES AIR 
FORCE; AND DR. HUGH L. DRYDEN, DIRECTOR, NACA 


EFFECT OF HOUSE REDUCTION 


Senator Magnuson. The National Advisory Committee for Aero- 
nautics is the next item. 
Doctor, you may proceed. 
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Dr. Hunsaxer. I am Chairman of the National Advisory Commit- 
tee for Aeronautics, an independent agency of the Government. Our 
report for last year was submitted to the © ongress, via the President. 

With your permission, Mr. Chairman, I think it would be well to 
have the letter transmitting that report read into the record so 
everyone will know who we are and why we are here. 

Senator Magnuson. In your letter of March 12, 1956, requesting 
changes in the independent offices appropriation bill for 195 7, you say: 


The effect of the House action, unless corrected by the Senate, will be to: 
(1) Prevent the employment of 424 additional employees urgently needed for 
an acceleration of effort in critical fields of research; (2) prevent the full-year 
operation of newly completed or modernized research facilities or make such 
operation contingent upon reducing operations in other vitally important fa- 
cilities; and (3) require several new construction projects to be deleted and 
others restricted in their technical capabilities. The House action is not 
consistent with the NACA’s increasing responsibilities to the success of the 
Nation’s military aircraft development program. 


I will put the entire letter in the record. 
(The letter referred to follows :) 


NATIONAL ApvISORY COMMITTEE FOR AERONAUTICS, 
Washington 25, D. C., March 12, 1956. 
Hon, WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the 
Independent Offices Appropriation Bill, 1957, 
Committee on Appropriations, United States Senate, 
Washington, D.C. 


DEAR SENATOR MAGNUSON: In response to your letter of March 2, I respect- 
fully submit on behalf of the National Advisory Committee for Aeronautics the 
attached statement of changes required in the public interest in the NACA ap- 
propriation items presently carried in the pending independent offices appropira- 
tion bill for the fiscal year 1957. 

The effect of the House action, unless corrected by the Senate, will be to (1) 
prevent the employment of 424 additional employees urgently needed for an 
acceleration of effort in critical fields of research; (2) prevent the full-year 
operation of newly completed or modernized research facilities or make such 
operation contingent upon reducing operations in other vitally important facili- 

ties ; and (3) require several new construction projects to be deleted and others 
restricted in their technical capabilities. The House action is not consistent 
with the NACA’s increasing responsibilities to the success of the Naton’s mili- 
tary aircraft development program. 

The National Advisory Committee for Aeronautics would appreciate the op- 
portunity of a hearing before your committee to present the facts that support 
these recommendations. 

Very truly yours, 
Hueu L. Dryden, Director. 
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Marcu 12, 1956. 


NATIONAL ADVISORY COMMITTEE FOR AFRONAUTICS—CHANGES RECOMMENDED IN 
NACA ITEMS IN THE INDEPENDENT OFFICES APPROPRIATION Britt, 1957, As 
REPORTED TO THE HOUSE MARCH 2, 1956 


SALARIES AND EXPENSES 
Page 22, line 2, strike out “$61,475,000” and insert in lieu thereof “$64,100,000.” 


Summary 
CCU OUI ie a cr i _.. $64, 700, 000 
Reduction by House: 

Reduction in funds requested for an acceleration 
of effort in critical fields of research by the em- 
ployment of 424 additional employees______.____ $1 

Reduction in funds requested for the full-year 
operation of recently completed facilities_._._._._ 1, 125, 000 

Reduction in funds requested by the reappropira- 
tion of fiscal year 1956 funds____._..__________ 600, 000 


500, 000 


TIA.” RCPUUNGS "UII ON i a ee he eee 3, 225, 000 





Appropriation recommended by House___________-_-_-_-_-_- 61, 475, 000 
Reesreracion . Fequeaue ley emt ee , 625, 000 


to 


Appropriation recommended by NACA_---______----_----_ 64, 100, 000 


The House action denies all funds for the employment of 424 urgently needed 
additional employees requested for an acceleration of effort in critical fields of 
research and cuts by 50 percent the increase in electric power requested for the 
full-year operation of the new unitary plan tunnels and certain recently moder- 
nized facilities. 

The House appears to justify its action in denying funds for the 424 additional 
employees on the grounds that the NACA “has experienced considerable difficulty 
in filling scientific and technical positions.” It is true that we have experienced 
difficulty but the situation is by no means as hopeless as would appear to be the 
ease from the House action. In the first place, only about 100 of the 424 new 
positions requested are to be filled by research scientists ; the remaining 324 posi- 
tions will be filled by supporting personnel whom we can recruit without undue 
difficulty. Secondly, specific legislation is under consideration and other meas- 
ures are under discussion designed to improve our competitive position with 
respect to the employment of scientific and technical personnel. We feel confi- 
dent that we will be operating in an improved climate in this respect during the 
fiscal year 1957, and that we will be able to recruit the necessary additions to our 
staff. The full restoration of the House cut of $1,500,000 is requested for this 
purpose. 

The House report contains no explanation of the reduction made in the funds 
requested for the full-year operation of the unitary plan tunnels and certain 
recently modernized facilities. We are realizing savings during the current year 
by reduced power requirements resulting from unusual difficulties being experi- 
enced in the shakedown tests of our unitary plan tunnels. The difficulties are 
being solved and it is anticipated that the facilities will be in full normal opera- 
tion throughout the fiscal year 1957. The restoration of the House cut of 
$1,125,000 is essential for such operation. 

The NACA has no objection to the $600,000 reduction proposed by the House 
through the method of reappropriating fiscal year 1956 funds. Funds are avail- 
able for this purpose from the reduced current year electric power requirements. 
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CONSTRUCTION AND EQUIPMENT 


Page 22, line 8, strike out “$13,000,000” and insert in lieu thereof ‘‘$15,000,000”. 


Summary 
Authorized program 
Prior year’s savings applied 


I i a a 
Reductions by House: Arbitrary House cut applied against entire 


program 


Appropriation recommended by NACA 


The NACA requests restoration of the $2 million reduction made by the House 
in the NACA’s 1957 construction program. 

The House report contains the following statement; 

“The construction costs of the proposed projects can be reduced and there are 
substantial unobligated balances in the financing of other currently authorized 
projects which may be applied to supplement the funds provided if necessary.” 

The House report reflects a serious misunderstanding of the manner in which 
NACA construction estimates are prepared. The arbitrary $2 million cut by the 
House appears to imply that our designs contain unnecessary frills or that our 
estimates are deliberately inflated. Neither implication is true. Our projects 
are designed to provide the required technical capabilities at the lowest cost con- 
sistent with sound construction practices. The designs are not compromised by 
unnecessary frills or inefficient methods of construction. They are minimum 
estimates reflecting an outstandingly successful 40-year record in the construc- 
tion of research facilities, 

All NACA construction contracts are awarded in accordance with Public Law 
413, the Armed Services Procurement Act of 1947, which establishes competitive 
bidding as NACA policy. Negotiated contracts are entered into only under the 
specific exceptions permitted by Public Law 413 and then only when such con- 
tracts are clearly in the public interest. Even when contracts are negotiated, 
it is the policy of the NACA to obtain competitive bids whenever possible. Oc- 
casionally, unusually spirited bidding or advances in technology permit certain 
phases of a construction program to be executed below the estimated costs. To 
the extent that such savings are not offset by unanticipated design requirements 
or increases in construction costs, they are returned to the Treasury or applied 
to reduce future appropriation requirements. The NACA has an enviable repu- 
tation for the prudent management of its funds and we are justifiably proud 
when we are able to complete a construction program with a saving. The House 
action would appear to criticize us for such actions by implying that a saving 
is evidence of an inflated estimate. 

The House report also reflects a serious misunderstanding of the meaning of 
“unobligated balances in other currently authorized projects.” The report im- 
plies that merely because such balances exist, they indicate that surpluses are 
available “which may be applied to supplement the funds provided if necessary.” 
This is not true. The existence of an unobligated balance simply means that 
portions of the program have not yet been placed under contract. Unobligated 
balances can become surpluses only if an individual project is canceled or if 
savings are realized in execution of the program. The NACA has already re- 
flected all available savings by a $444,000 reduction in the 1957 appropriation 
request. 

The NACA’s 1957 construction program is made up of 2 new projects and 6 
projects which involve modernization of the existing plant. The House cut of 
$2 million was arbitrary, was taken without consultation with the NACA as to 
its effect, and without knowledge that it would require several projects to be 
deleted and other projects to be redesigned with reduced technical capabilities. 
The House action is inconsistent with the NACA’s increasing responsibilities to 
the success of the Nation’s military aircraft development program. 

In this connection it is noted that H. R. 8675, the bill authorizing the NACA’s 
1957 construction program, was passed by the House on February 27 in the 
full amount requested by the NACA, 
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RESTORATION REQUEST 


Senator Macnuson. How much are you talking about? 

Dr. Hunsaxer. Exactly what you have read, sir. 

Senator Magnuson. I mean in dollars and cents. 

Dr. Hunsaxer. $2,625,000 in our operating budget and $2 million in 
our construction budget. I would like to establish in the minds of the 
committee the importance of the responsibilities which we have and 
the inconsistency of the House action. I hate to complain about the 
House action, but being chairman of an independent agency I would 
like to be independent and say that this seems to have spilled the 
apples out of the cart at a time when the security of the country is, 
in the opinion of those best qualified to know, dependent on our 
leadership in research in support of our great defense program. 

To cut back the research effort at this time is extremely inconsistent 
and highly dangerous. 

I have asked General Putt, Deputy Chief of Staff for Development, 
of the Air Force, to come along with me. With your permission, sir, 
I would like to pass the ball to him to tell us what the problem is. 


GENERAL STATEMENT 


Senator Dirksen. Do you want to be on the record ? 

Dr. Hunsaker. Yes. This is public information. 

General Purr. Senator, I welcome this opportunity to appear before 
you, and if you will permit me I would like to speak in my dual 
capacity, both as a member of the National Advisory Committee for 
Aeronautics, and in my military capacity of Deputy Chief of Staff 
for Development, of the Air Force. 

Senator Macnuson. For the purpose of the record, we will show 
that this independent group is composed of both civilian and military 
personnel. 

General Purr. That is correct. All of the military services are 
very dependent upon the NACA for fundamental and basic research 
in the field of aeronautics. It is the information that we receive from 
them that permits us to develop and produce the weapons that are 
needed to carry out the functions and responsbilities of the military 
services. 

Our competition is getting tougher, as one can readily ascertain 
from reading the papers, and this means that we in the military, in 
the development of new weapons, are constantly pushing harder 
and harder at the frontiers of our knowledge. The performances 
that are being demanded of our weapons have now gotten into an 
area where there is a great lack of knowledge. It is a great area of 
ignorance as to what are some of the laws of nature that one should 
know about in order to efficiently and effectively develop weapons 
that will operate in those new areas of performance, speeds above the 
speed of sound, twice the speed of sound, etc. Things happen differ- 
ently there than happen in the regimes of performance that we have 
been dealing with in the past. 

So in spite of the very magnificent job that NACA does with the 
resources that they have, we still find our manufacturers and our 
service Research and Development agencies beating on their door for 
more and more information. We are almost in a situation which is 
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one where I might use a ¢ ate h phrase, that we are having to do things 
without knowing what we are doing. This becomes a costly exercise. 
It can be done. You doit fe trial and by error, by ex xperimental work, 
You build an airplane and go out and fly it, and if it stays together 
you will find out why it stayed together. If it comes apart, then you 
go out and start over again trying to find out what caused it to come 
apart. 

This is sort of the situation that we find ourselves in today. It does 
seem to us that NAC.A’s efforts should be increased to keep the proper 
balance between the basic research and fundamental knowledge that 
we need to carry out the weapon development function. Too often, I 
think, we think of research information as something of “Well, we 
will need that 5 or 10 years from now or at least we will see the results 
of the research work 5 or 10 years from now. 

This is partially true in many areas, but likewise NACA in carrying 
out their fundamental research are of immediate help. In fact, we 

call on the NACA when we get into difficulties even with aircraft 
that are in production. It is a case where we have gotten a little 
bit ahead of ourselves, and we run into difficulty and we need some 
quick answers on what are the fundamentals involved. We call on 
NACA for that kind of assistance. 


EXAMPLE OF BASIC RESEARCH RESULTS 


A very outstanding example which I am sure you are familiar with 
is the work that was done by Mr Whitcomb of the NACA, for which 
he received the Collier trophy award this past year. There was one 
piece of basic research where we quickly ch: inged the configuration of 
aircraft that were almost literally going down the production line, 
and which gave us a tremendous advantage in the high speed that 
these particular aircraft perform at. This. happened in both the Air 
Force and the Navy. The knowledge that one needs to acquire in the 
basic and fundamental fields these di iys is largely paced by the facili- 
ties that one has available to carry out the fundamental inv estigations 
in order to establish what the fundamental laws are that we need to 
apply in the development of our weapons. It is for this reason that 
there is the close association of facilities, which have long lead times. 
You almost have to establish facilities before you can really define too 
definitely what the real needs are going to be. 

You have to look into the ery stal ball a little bit and get the facilities 
so that when the need really arises they are there. It is for this reason 
that with my Air Force hat on I would urgently recommend your 
serious consideration of NAC A’s proposals. 

Senator Magnuson. You are the liaison between the Air Force and 
the NACA? 

General Putr. Yes, sir. 

Senator Magnuson. Then I suppose that the Air Force tells NACA 
some of their desires or some of the things they would like to have 
looked into, and you report back whatever “results you may get? 

General Purr. Yes, sir. 

Senator Macnuson. And you in turn report that to the policy or 
procurement part of defense 

General Purr. Yes, sir, and also to industry. There is also a direct 
transfer of information between NACA and industry. 
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Senator Macnuson. The Air Force, for instance, will take Boeing 
and say “We want this type of plane.” As you say, it is a long time 
from the drawing board to when it runs off the line. 

General Purr. That is correct. 

Senator Macnuson. In the meantime a lot of things happen. 

General Purr. Correct. 

Senator Magnuson. Suppose the Air Force gave Boeing a contract 
for X number of airplanes. Let us take the B-52. That is on the 
line. In the meantime, as this is moving along, their specifications 
for that are changed constantly, of course. When the NACA finds 
out something new they immediately pass that word on to you. ‘That 
may, in turn, reflect right down to the manufacturer in a change of 
plans or a change of specificat ions. 

General Purr. That is correct; yes, sir. 

Senator Macnuson. I think the importance of your thing, dollar- 
wise, to save money, has been that too many times we have started a 
given airplane or a given piece of armament and before we got all 
through with it, we found that m 1aybe it was not the thing that we 
quite ‘wanted or it should be substantially changed, but instead of 
stopping there sometimes we have gone right on, and we find ourselves 
sometimes with instruments of defense coming off the line that are 
obsolete when they get off the line, by virtue of what has been found 
out in the meantime. 

Dr. Hunsaxer. That is one of the most embarrassing things that 

can happen to an engineer, a designer, a procurement officer, or a 
vaieioede officer. 

Senator Macnuson. That may run into hundreds of millions of 
dollars. We might find that it is somewhat intangible, I will agree, 
but surely we have found many occasions, and the Appropriations 
Committee will remember where they have appropriated hundreds 
of millions of dollars for different items and find them obsolete the 
day they get off the production line. 

General Purr. Money spent for research is about the cheapest in- 
surance that one can buy these days. 


PROGRESS OF AMERICAN AIR POWER 


Senator Dirksen. General, this question may be beyond the scope 
of the hearing a little bit, but our hearings are always a little on the 
informal side, and we range into a good. many fields. Are you dis- 
turbed by the speculations in the press and in these magazine articles 
with respect to American air power and the progress in that field, and 
the progress of our research, compared with what allegedly is the 
progress made in foreign countries, notably one particular country 
that always seems to get on the front page? 

General Purr. I could not help but be disturbed, Senator, I could 
not help but be disturbed. 

Senator Dirksen. Would you care to amplify your statement, re- 
membering, of course, the newsmen are present ? 

Dr. Hunsaxer. May I take the ball away from my colleague? 

This is an appropriations hearing and not an assessment of ‘military 
aircraft. 

Senator Dirxsen. That is correct. 





346 INDEPENDENT OFFICES APPROPRIATIONS, 1957 


Dr. Hunsaxker. I would say as Chairman of the NACA, I am more 
disturbed by the House action in deciding that it is time to cut back 
research personnel and facilities. 

Senator Dirksen. You see, you invited the question by bringing a 
very distinguished military man with you. 

Dr. Hunsaxer. On my right hand, I have a representative of the 
Department of Defense, Mr. Macauley, Deputy Assistant Secretary of 
Defense for Research and Development. May I ask him to say a word 
to you as to the importance of the thing that we are here about? 

Mr. Macautey. Mr. Chairman, and members of the committee, it is 
a very great privilege for me to be able to address you. Dr. Furnas, 
my chief, who is the Assistant Secretary, is, unfortunately, in Europe. 
He is a member of Dr. Hunsaker’s committee. We have a very close 
relationship. 

The support in aeronautics and in aeronautics propulsion that is 
provided by NACA is essential to the progress of our military weap- 
ons. This sort of research tells us where we can go. We have always 
felt that we have very good coordination between the NACA and the 
Department of Defense. As I say, Dr. Furnas is a member of Dr. 
Hunsaker’s committee. The Navy is also represented on the com- 
mittee. 

Dr. Dryden is a member of our DOD Coordinating Committee on 
Aeronautical Facilities and is also a member of our technical advisory 
panel on aeronautics. So we do work very, very closely, and we sup- 
port very, very strongly the need for this organization, both facilities 
and manpower required by NACA. We could not be more concerned 
at any possible cutback in the funds provided for NACA’s work. 

Senator Drrxsen. Mr. Macauley, vour concern is not out of line 
with the concern that this committee has entertained. Dr. Hunsaker 
will remember that I have been on this particular appropriation for 
a long, long time, and we always conducted it off the record. T re- 
member when Dr. Lewis would come and we would spend nearly a 
whole day. In all that period of time, you see. we have been appro- 
priating public funds for this purpose, and rightly so. 

But our concern then is—and we must speak, of course, for the 
people of the country as their elected representatives—what do we 
get, and are we making progress; are we being eclipsed by other 
countries ? 

While T addressed what might seem like an ungermane question to 
General Putt, yet that is the very heart of the matter. It is the very 
heart of the issue that is before us. 


REASON FOR HOUSE REDUCTION 


Here one branch of the legislative establishment takes out some 
monev. You say vou will be crippled. T always assumed, having 
served for a long, long time in the other branch. that thev are moti- 
vated by reasons not less than are Members of the United States 
Senate. I am a little curious as to whv they took the money ont. 
Were they dissatisfied with the progress being made? Is this in the 
nature of a chastening process that thev have employed ? 

You see, that is the heart of the issue here. 

Dr. Hunsaxrer. May I try to answer that? With all due respect, 
the House committee intimated from remarks of mine, and it is my 
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fault for being misunderstood—I made remarks about the difficulty 
of getting qualified scientific and research personnel—the House 
committee assumed that that difficulty was so great that it would not 
be possible for us to find the additional personnel that we said in 
another paragraph we needed to work more intensely with the new 
facilities that had come along in the last year or two. I think there 
is a misunderstanding, of the statement about the difficulty of getting 
scientific personnel and the appropriation to go ahead and get some. 
As a matter of fact, the difficulty is there but it needs to be spelled 
out a little. 
RECRUITMENT PROBLEMS 


There is not great difficulty in getting young engineers and scien- 
tists out of college to come to the NACA because of the superb equip- 
ment and leadership which they get there. The young men are glad 
to come. The difficulty comes more with engineers and scientists who 
have had some years of experience and who are competent to be 
project leaders. The difficulty is in retaining our own men whom we 
have trained. In some ways it is a healthy condition. A young 
man stays 10 years with us and has led a project which has attracted 
great attention in the industry, and you cannot blame industry for 
coming around and saying, “Johnny, how would you like to have 150- 
percent increase in your pay and come with us? We will give you a 
wider opportunity.” 

Those are the difficulties of running a Government agency under 
civil service. We are convinced, based on our experience, that we 
can find the additional personnel which we requested in our estimates 
which were approved by the President’s budget. 

Cutting out that increase was a drop from a new appropriation 
that we asked for of $64,700,000 to $62,075,000. There is some ad- 
justment of last year’s funds which Dr. Dryden can explain as we 
get down to it. 

My first complaint is that I complain at the House action, but I 
should take the responsibility myself. I did not make it clear that 
the difficulty of obtaining these people was not an argument for not 
appropriating money to get the new people. I believe we can get 
them. If we have that much money, I am sure we can get adequate 
people. We need those people to work our existing facilities more 
intensively, especially in view of some new facilities that are coming 
into operation now. Not allowing us to hire the people is to an extent 
crippling the more intensive effort which we are requested by the 
Defense Department to make. 

Senator Drrxsen. The residual question, Dr. Hunsaker, in my judg- 
ment, is this: If for any other reason any country in the world sur- 
passes the United States of America in airpower, in air research, in 
everything that goes with that field, in the interest of security, is it 
the fault of the Congress that we did not provide more money ? 

It is my experience that over a period of years that we let you and 
Dr. Lewis pretty well write the ticket. I am content to do it now. 
I only say that within reason I will give you anything you want. All 
I ask is the chance to go back home and climb on the platform in the 
presence of my people in Illinois and say, “You are getting results.” 

Dr. Hunsaker. I believe it is fair to say that under the guidance 
of the Congress, the NACA has expanded to meet in peace and war 
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the growing needs of defense and industry, and we have kept aheac| 
of the show. Our airplanes, our engines, and our missiles, to my 
knowledge, are wonderful creatures. We hear about a potential en- 
emy who comes up with something not quite as good as we have 
but still a lot better than we thought he was going to have. I do not 
know myself what his research people are up to, but they must be 
pretty good from some of the things coming along. 


HOUSE COMMENT 


Senator Magnuson. The point the House makes from what you say 
is probably because of your statement. ‘The House report states: 

The agency has experienced considerable difficulty in filling scientific and 
technical positions— 


and they go on to say— 


and the amount provided is a substantial increase for 1957, and is expected to 
provide the full amount that will actually be required. 

The point you make to this committee is that sure you are in a 
tight market. 

Dr. Hunsaxer. That does not mean we quit. 

Senator Maenuson. If you do get the money to try to get these 
people, then at least you think you can probably justify this extra 
amount. Asthe Senator from Illinois points out, of course, we like to 
know the results, too; but maybe sometimes some of those results 
cannot be spelled out as easily as you can say “I bought something 
and here is what I bought. Here it 1s.” 


ENTRANCE SALARIES FOR PROFESSIONAL GROUP 


Dr. Drypen. On the matter of people, there are 424 people re- 
quested, and of those approximately 100 are in the professional group. 
Very recently the Civil Service has boosted the entrance salary another 
step to the top of the grade. We are finding their actions beneficial 
and we have no doubt that we can get 100 additional professional 
people. 

Senator Magnuson. The 100 people, of course, you get thowe in 
the beginning. I think you have some trouble when you train a 
person. That is your main trouble. 

Dr. Drypen. That is the main trouble. 

Senator Magnuson. They get other jobs. 

I see a gentleman who has just come into the room here who could 
probably testify to that as well as anyone else, General Sarnoff, because 
they pick them up at RCA, too. 

We are talking about the National Advisory Committee for Aero- 
nautics, the personnel, and what you have been interested in, the lack 
of scientific personnel. 


COLLIER TROPHY AWARDS 


Dr. Drypen. To give Senator Dirksen a kind of a handful of ac- 
complishment, most of you are familiar with the Collier trophy, which 
is awarded for achievement in aviation each year by the President. 
The National Advisory Committee for Aeronautics has won this 5 
times in the last 45 years, and each 1 is a sample of what the country) 
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has gotten for its money. The first was the cowling of air-cooled 
engines, which has appeared on every airplane since its development. 
The second was the thermal system for dealing with ice formations 
on airplanes. I am not sure that I can remember all of these in 
detail. The third was a shared achievement for the X—1 research 
airplane which first achieved supersonic flight and as a result of which 
our present tactical airplanes have supersonic capabilities. The 
fourth was a more technical thing, the development of a so-called 
transonic wind tunnel which enables us to make measurements at 
the speed of sound. The last one, just last year, to Mr. Whitcomb, 
for the so-called area-rule. 

General Putt has mentioned in general terms the results of applying 
the area-rule for both Air Force and Navy airplanes. With the 
one airplane, it completely saved the project. With the same power, 
the airplane’s maximum speed was increased more than 100 miles per 
hour and its altitude was also increased several thousand feet. 

So I think here are five things recognized completely outside the 
Government by the award of the Collier Trophy which could be 
quoted as a sample of the kind of result which has come from appro- 
priations for the NACA. 

Senator Dirksen. May I comment? 

Senator Magnuson. Yes; go right ahead. 

Senator Dirksen. Dr. Dryden, I wanted to make my position en- 
tirely clear. 

I recall many years ago when we established the research labora- 
tories for the Department of Agriculture. I recall very distinctly 
Chairman Cannon, then chairman of the House Approprations Com- 
mittee, saying to the scientists from the Department of Agriculture, 
“Tell us, if we provide the money and give you plenty of time, will 
you do something more than come up w ith a lot of chemical curiosi- 
ties, or will it be ‘something that is spelled out in terms of tangibles?” 

I am not insensible to pure and absolute research lectures. I re- 
member all the lectures that Dr. Vannevar Bush gave me long ago 
in the committee, and I have not forgotten them. I am sensible to 
these stages. But, finally, a thing must move out of the field of pure 
and absolute research, and it must move onto a drawing board stage 
and in articulation to something that has wings, so that. we can ameli- 
orate the general feeling that General Putt has and that I have, and 
I think a good many people have. You cannot read these things like 
you do in Readers Digest, and get a hundred letters in the next mail, 
and read these things in the press, and not be disturbed yourself. 

Then they fly a jet bomber from a foreign country into a British 
airfield, and the pictures appear on the front page of every metro- 
politan newspaper, and they say, “Where are we? This is ahead of 
everything we have done.” 

I will say I will throw out money with a lavish hand for research, 
so that at the end of the trail we can say “The country is secure against 
all comers.” That is all I have in mind. 

Mr. Hunsaker. Research alone cannot give security. It depends 
on what you do with research in engineering. But if we spend bil- 
lions on rather inferior airplanes there are reasons to have cold feet. 
Our job on the research and development job is to see that the billions 
that we spend are for superior equipment. I believe that is now the 
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case and should continue to be the case. But if you cut back on re- 
search, it will not continue to be the case, and we will get into building 
something that is not quite as good as it might be. 


WASTE ON NAVY PLANES 


Senator Dirxspn. Dr. Hunsaker, you could not have said anything 
better than that, because at this very moment the Armed Services 
Committee has gotten its report out on that experience down in St. 
Louis. It is not a very happy thing for a member of this committee 
or a member of the House or Senate to be confronted with the headline 
of $258 million wasted on Navy planes. That is a bit of reflection 
on us, I think, as well as on anybody. 

You say, “How was it wasted? Where were our people? Where 
were the men who had the know-how and the technological skill? 
How could they have spent a quarter of a billion dollars and then say 
they have not anything for it?” 

Dr. Hunsaxer. They have experience, and if they learn fast it 
may be salvageable. 

r. Drypen. Without attempting in any way to defend or even 
to thoroughly explain it, this, I think, was a case of an attempt to 
go into the engine art beyond the experience that was available, be- 
yond research experience that was available, and the advanced engine 
did not come through. It did not materialize. It ran into difficulties 
which could not be overcome without beginning over again, and an 
airframe without an engine is not useful. 

Senator Haypen. Then you do not think it is going to be necessary 
if we provide the money, to adopt the Communist system of demand- 


ing that people serve the Government whether they want to or not? 
Dr. Hunsaxer. No, sir. I think fair treatment, a = on the back, 
] 


and credit such as our young men got with the Collier Trophy, is 
worth a lot. 


BUDGET BUREAU ACTION 


Senator Haypen. Did the budget allow you all the money you asked 
for ? 

Dr. Hunsaker. Not quite; there were adjustments necessary. 

Senator Haypen. You may not quarrel with the budget, but if 
there was something that you asked for and which you think impor- 
tant, I think you should tell the committee. 

Dr. Drypen. There were certain technical adjustments, which I do 
not think important to mention here. 

Senator Haypen. You would be entirely satisfied with the $64,- 
700,000 ? 

Dr. Hunsaker. Yes, sir; that is within our capacity. 


CONSTRUCTION PROGRAM 


Senator Magnuson. The House does make a point on the con- 
struction item. 

Dr. Hunsaker. Yes, sir; may I speak to it? 

Senator Magnuson. Yes. 

Dr. Hunsaxker. I was the spokesman there and again it is on my 
head. I apparently did not convince the House committee that I 
was an honest man and associated with honest people. They evidently 
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thought our items of new equipment had some fat in them so they 
arbitrarily cut our estimate by $2 million. I can tell you that we 
fought our estimates through engineers, through the Bureau of the 
Budget, and there was no fat in there at all. 

To cut these down by 15 percent or so is practically saying to me 
I cannot contract to have some of these facilities built. We will either 
have to delete some projects from the program or reduce the technical 
capabilities of the larger projects. 


LANGELY FIELD TUNNEL 


The first one is a $614 million item for a high speed leg for the 
unitary plan tunnel at Langley field. We want very much higher 
speeds than we have had before. We have experimented with these 
higher speeds in pipes or tubes that are a matter of inches in size. 
We now see how to do it and we want to make the size a matter of 
feet so we can work with larger models of missiles. 


LEWIS LABORATORY, CLEVELAND 


The next item is at the Lewis Laboratory in Cleveland to modify 
our propulsion facilities to make it possible to test our turbine en- 
gines to higher altitudes. The military are going higher and higher, 
and it is very important to know whether the powerplants will work 
at the high altitudes. One way is to go ahead and build it and risk 
the lives and the money of sending some airplanes up into the upper 
atmosphere and if things go wrong that isa calamity. The better way 


is to do it in a facility on the ground. We need this facility now 
because of the increased altitude capability that is being demanded. 
To cut the estimate 15 percent is to say we cannot have that this 
year, but go slow. 
HIGHER ALTITUDE FLYING 


Senator Magnuson. Can I ask a question that is bothering me? I 
know we are going higher and higher with airplanes. We are getting 
way up so that no one can see them. What is the advantage of going 
any higher, defensewise? Is someone else going higher? 

General Purr. The opposition. In this offense and defense inter- 
play, if you can be 5,000 feet above the best that the enemy can do, 
you have a free ride. ’ 

Senator Magnuson. So if they are up 35,000, it behooves us to be 
40? 

General Purr. That is right. 

Senator Maenuson. And that is what you want to find out ? 

Dr. Hunsaxer. We want to know how to do it. 


AIRCRAFT SPEED 


Senator Magnuson. On the other level. the speed, of course, is im- 
portant. But how fast are we going now ? 
Pretty fast? 
Dr. Hunsaxer. Pretty fast. 
Senator Magnuson. You need not put that on the record. We will 
soon be going so fast that everybody will be going past each other. 
76535—56——23 
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I do not know what will happen then. Everybody will be going by 
each other without noticing. I suppose there is some kind of a me- 
dium in there. This race that we have on, and I could call it some 
other name, is caused by whatever information we think we have as 
to how high somebody else may be going, is that the basis of it? 

Dr. Hunsaxer. That is right. Some of these extreme speeds do not 
depend on the pilot’s eyes and reactions. Those high speeds are mis- 
siles, ballistic missiles, but we would like to have the thing with some 
gadgets in them that will steer themselves. 


PILOTLESS AIRCRAFT 


Senator Magnuson. You have a station in Virginia where you are 
working with pilotless aircraft 

Dr. Hunsaker. Yes. We fire missiles out into the sea to get re- 
search data. 

Senator Magnuson. Can you talk to them after they start out? 

Dr. Hunsaxer. I think so. Not by acoustic mediums but by tele- 
communications. 

Senator Magnuson. Telecommunications ? 

Dr. Hunsaker. That is a good word for almost anything. 

Senator Magnuson. We have been involved in the International 
Greophysical Year. We have been talking to that basketball. Can 
it talk back ? 

Dr. Hunsaker. Yes. 

Dr. Drypen. Mr, Chairman, may I explain that table? 

Senator Magnuson. You have a correction to make, have you not? 

Dr. Drypven. Yes. Since we transmitted our March. 1 2 letter to 


you, we have had some unanticipated development sb lag in getting 
our big wind tunnels into operation. You may recall we have three 
very large new wind tunnels coming into operation. We have had 
some difficulties which have now disappeared. But this has saved us 
money on electric power. 


SAVINGS ON POWER FUNDS 


Since writing to you in March, there is $900,000 additional saving 
oh power mostly because of these difficulties. We have an agreement 
with the Budget that we do not spend power money for other purposes. 
If we do not use all the power money, there is a saving. This offers the 
opportunity of reducing our request for the new appropriation for 1957 
to the figure of $6: 3,200, ‘000, which is $1,725,000 greater than the House 
allowance. 

It will require a change in the bill in the item for reappropriation 
of 1956 funds, from $600,000 to $1,500,000 making the total in the 
President’s budget of $64,700,000. So we are asking a total restora- 
tion of $4,625,000, of which an additional $900,000 is reappropriation 
of 1956 funds. 
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(The information referred to follows :) 


NACA fiscal year 1957 budget 





Recommended Senate 





President’s | s action 
badest House action |__ _ ——— 
Original | Revised 

Salaries and expenses: 
New appropriation.._-.-........-..--- cook $64, 700,000 | $61,475.000 | $64,100,000 | $63, 200, 000 
Reappropriation of 1956 funds. sowhalen acacia 600, 000 | 600, 000 | 1, 500, 000 
TOR Cinna vo 5 tnd cesses sex | 64,700 000 62, 075, 000 64, 700, 000 | 64, 700, 000 

Construction and equipment: | 
Authorized program_-_-- . ‘ _...--| 15,444,000 | 13,444,000 | 15, 444,000 | 15, 444, 000 
Prior year’s savings applied. ........-.- 444, 000 | 444, 000 | 444, 000 | $44, 000 
Be ing. hn cna conccheses 15, 000 000 | 13, 000. 000 15. 000 000 15, 000, 000 
Total, all appropriations.................| 79,700,000 | 75, 075, 000 79, 700, 000 | 79, 700, 000 
| 





PROJECT PERSONNEL 


Senator Magnuson. I cannot help but suggest you might have 
come out to our country and saved much more on power. 

Dr. Hunsaker. We saved because the tunnels were shut down on 
account of unforeseen difficulties. 

Senator Magnuson. How many military men are assigned, not on 
your board, to these projects? 

Dr. Hunsaker. We have some Reserve officers on duty in our 
laboratories. 

Dr. Drypren. 74 Reserve officers are assigned, but other than that, 
our staff are all civil-service personnel. 

Senator Macnuson. And the military, General, outside of your 
representation, do not appear in the laboratories / 

General Purr. We have Air Force liaison personnel at each of the 
NACA centers, and the 74 Reserve officers Dr. Hunsaker mentioned. 

Senator Magnuson. I suppose there are constant visits to confer 
and consult and watch the operations. 

General Purr. Yes, sir. 

Dr. Drypen. We have some 26 advisory committees in various spe- 
cialized fields in which there are military officers and industry people. 
They are people who serve without pay and are not a part of the 
operating staff. 


AVAILABILITY OF RESEARCH RESULTS 


Senator Magnuson. One thing we want to clear the record on, too, 
when we are spending this much money, is that anyone can use, out- 
side the classified matters that you have, the results of your research ? 

Dr. Drypen. The unclassified information is freely available. 

Senator Macnuson. Free to anyone? 

Dr. Drypen. Yes. 

Senator Magnuson. And that includes the private airlines, the 
private flyers, the engine manufacturers 4 

Dr. Drypen. Yes. 
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Senator Macnuson. I suppose even the automobile people could use 
what is not classified ? 

Dr. Hunsaxer. Yes. And it also applies to people abroad. 

Senator Magnuson, It is not patented ? 

Dr. Hunsaker. No. 

Senator Maenuson. There is no restriction on it and it is free 
for everybody ? 

Dr. Hunsaker, That is right. 

Dr. Drypen. The only patenting done is to protect the Govern- 
ment so someone else does not patent something developed in our 
laboratories. It is a free public use sort of patent. 

Senator Macnuson. Are there any caviar questions? If not, 
thank you gentlemen. 

PREPARED STATEMENT 


(Additional remarks by John B. Macauley, Deputy Assistant Secre- 


tary of Defense (R. and D.) ; and NACA letter of submittal for 41st 
annual report follow :) 


STATEMENT BY THE DEPUTY ASSISTANT SECRETARY OF DEFENSE (R. AND D), JoHN 
B, MACAULEY, ON THE CoORDINATION BETWEEN THE NACA AND THE DEPARTMENT 
OF DEFENSE 


1. INTRODUCTION 


Mr. Chairman and members of the committee, I appreciate this opportunity 
to appear before you to explain the relations between research and development 
programs of the Department of Defense and the NACA. I shall confine my 
comments to the overall relationships and mechanisms for achieving coordina- 
tion, since I am sure that Dr. Dryden can provide you with any specific informa- 
tion you may desire on the NACA program. 


2. RELATIONSHIP AND COORDINATION BETWEEN DOD AND NACA 


The Department of Defense research and development program in the fields 
of aircraft and guided missiles is related to and, to a large extent, dependent on 
the programs being conducted by NACA. The NACA is responsible for basic 
research in the fields of aerodynamics and propulsion. It is their function to 
conduct the exploratory work required to extend the fronteirs of knowledge in 
these important fields which are among the most vital to our defense. It is the 
function of the Department of Defense research and development programs in 
these areas to apply the fruits of basic research from NACA and all others to 
the design of specific military weapons. Accordingly, we utilize much of 
the output of their research program in applications to military aircraft and 
guided missile designs. 

We have in operation effective mechanisms for achieving coordination. Dr. 
Furnas, ASD (R. and D.), is a member of the NACA and both the Air Force and 
Navy have membership, hence we are in a position to examine the overall pro- 
gram. We also have representatives on many of the technical panels on 
NACA and the NACA has representatives sitting with the coordinating com- 
mittees and serving on the technical adivisory panels which comprise the major 
elements of my organization. Dr. Dryden is a member of our DOD Coordinat- 
ing Committee on Aeornautical Research and Development Facilities and our 
Technical Advisory Panel on Aeronautics. Through this cross-membership, we 
are able to assure good coordination between our programs. 


3. DOD USE OF NACA ON SPECIAL PROBLEMS 


In fulfilling its responsibility for basic research in the fields of aerodynamics 
and propulsion, NACA has built up an exceptionally competent staff of highly 
specialized personnel. This technical team plus the excellent and, in some cases, 
unique facilities which they operate provide a priceless national asset upon which 
the DOD can draw for assistance if required. Accordingly, the DOD frequently 
eapitalizes on this by requesteing NACA assistance on special problems of a 
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developmental nature on which they are uniquely competent. We are careful, 
however, to keep such requests within reasonable bounds so as not to seriously 
interfere with NACA’s basic function. 


LETTER OF SUBMITTAL 


NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS, 
Washington, D. C., November 17, 1955. 

DEAR MR. PRESIDENT: In compliance with the act of Congress approved March 3, 
1915, as amended (U. S. C., title 50, sec. 151), I submit herewith the 41st Annual 
Report of the National Advisory Committee for Aeronautics for 1955. 

The committee’s research programs during the past year were largely concen- 
trated upon the scientific problems of supersonic flight with a view to their prac- 
tical solution. This required advancing the frontiers of knowledge of obscure 
phenomena by means of new techniques of research and analysis and by the 
creation and use of novel facilities for experimental exploration and verification. 
Application of the new knowledge has been dramatically successful in some 
important instances, but the unknown is still of vast extent. 

Especially significant are the problems involved in the use of atomic energy 
for aircraft propulsion and in the development of intercontinental ballistic 
missiles. Indeed, our national security may well depend on the intensity and 
competence of our research to solve such problems. 

There is evidence to indicate that our present position of leadership in the 
air has been challenged by a potential enemy. To maintain, at managenble cost, 
the necessary airpower of requisite quality demands continuous research to 
anticipate the requirements of tomorrow’s weapons. 

Respectfully submitted. 

JEROME C. HUNSAKER, 


Chairman. 
THE PRESIDENT, 


THE WHITE Hovuske, 
Washington, D. C. 


NATIONAL SECURITY TRAINING COMMISSION 


STATEMENTS OF BRIG. GEN. DAVID SARNOFF, CHAIRMAN; EDGAR 
G. SHELTON, JR., DIRECTOR; AND MARGARET B. BUCHHOLZ, 
EXECUTIVE OFFICER 


RESTORATION APPEAL 


Senator Macnuson. The next item involves the National Security 
Training Commission. We will place in the record the letter from 
the Commission. 

(The letter referred to follows:) 


NATIONAL SEcURITY TRAINING COMMISSION, 
Washington 25, D. C., March 18, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill for 1957, United States Senate, Washington 25, D. C. 

My Dear SENATOR MAGNUSON: The Chairman of the National Security Train- 
ing Commission, Gen. David Sarnoff, has asked me to reply to your letter of 
March 2, 1956, regarding the 1957 appropriation of this agency. 

The National Security Training Commission wishes to take this opportunity 
to appeal for restoration of funds requested by this Commission for salaries and 
expenses for fiscal year 1957. In this connection, we should like the entire 
appropriation language reinstated at the proper place in the bill, following the 
appropriation language for the National Science Foundation on page 23, at line 
11, preceding the appropriation language for the Renegotiation Board. This 
language is as follows: 
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“NATIONAL SECURITY TRAINING COMMISSION 


“SALARIES AND EXPENSES 


“For necessary expenses of the National Security Training Commission, in- 
cluding services as authorized by section 15 of the act of August 2, 1946 (5 U.S. C. 
55a), at rates for individuals not in excess of $50 per diem; and expenses of 
attendance at meetings concerned with the purposes of this appropriation; 
$75,000.” 

The report of the House Subcommittee on Independent Offices states as follows: 

“The Commission has a responsibility under the Reserve Act of 1955 to advise 
the President and the Secretary of Defense and report annually to the Congress 
with respect to the welfare of persons in training under the act. The Commis- 
sion inspects installations being used by the Department of Defense, with the 
purpose of reporting with respect to the welfare of the trainees. Such a work- 
load is extremely small and nebulous, and the committee believes adequate safe- 
guards can exist without this Commission and recommends that the $75,000 
requested be denied.” 

The report of the House committee recognizes the Commission’s responsibil- 
ities as expressed in the Reserve Act of 1955 to make recommendations to the 
Secretary of Defense and report to the Congress and the President regarding 
the welfare of trainees. The Reserve Act of 1955 was passed by an overwhelming 
majority of both Houses of Congress and at the time of passage no question 
was raised in either House regarding the elimination of this Commission or its 
responsibilities under the law. 

We should like to call to your attention the fact that the Commission’s initial 
recommendations to the Secretary of Defense have just recently been reprinted 
by the Senate Armed Services Committee. (Copy is enclosed for your infor- 
mation.) 

For your convenience, the language of the Reserve Forces Act of 1955 outlining 
the Commission’s responsibilities is as follows: 

“The National Security Training Commission shall advise the President and 
the Secretary of Defense, and shall report annually to the Congress, with respect 
to the welfare of persons performing periods of active duty for training under 
clause (1) of subsection (c) of this section, but shall have no authority with 
respect to the military training of such persons during such periods. Within 
60 days after the date of enactment of the Reserve Forces Act of 1955, the 
National Security Training Commission shall submit to the Secretary of Defense 
a program containing recommendations for the personal safety, health, welfare, 
and morals of the members of the Ready Reserve while performing such active 
duty for training, including regulations concerning the dispensing of alcoholic 
beverages on training establishments, in conformity with the laws of the several 
States.” 

Inasmuch as this Commission feels that the intent of Congress was for the 
Commission to carry out its responsibilities under the Reserve Act of 1955, we 
hereby request a hearing before your committee on the 1957 budget estimates as 
submitted. 

Sincerely, 
Epaar G. SHELTON, JR., Director. 


RECOMMENDATIONS OF THE NATIONAL SECURITY TRAINING COM- 
MISSION TO THE SECRETARY OF DEFENSE (PURSUANT TO THE 
RESERVE FORCES ACT OF 1955) RELATIVE TO A PROGRAM CONTAIN- 
ING RECOMMENDATIONS FOR THE PERSONAL WELFARE, MORALS, 
HEALTH, AND SAFETY OF THE MEMBERS OF THE READY RESERVE 
WHILE PERFORMING ACTIVE DUTY FOR TRAINING 


Excerpts From DEBATE ON SENATE FLoor oN H. R. 700, AN Act To PROVIDE FOR 
STRENGTHENING OF THE RESERVE FORCES 


(From Congressional Record of July 14, 1955) 


Mr. Case of South Dakota. Mr. President, will the Senator yield? 

Mr. Russet. I yield. 

Mr. Case of South Dakota. The distinguished chairman knows that I have 
talked with him about an amendment which I should like to offer for his con- 
sideration, to see whether or not he is free to consider it or to accept it. 
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Mr. Russexy. I shall be very glad to have the Senator send the amendment to 
the desk. 

Mr. Case of South Dakota. Mr. President, I offer the amendment which I send 
to the desk and ask to have stated. 

The PRESiIpING OFFICER. The amendment offered by the Senator from South 
Dakota will be stated. 

The LEGISLATIVE CLERK. At the appropriate place in the bill it is proposed to 
insert the following: 

“Within 60 days after the effective date of this act, the National Security 
Training Commission shall submit to the Secretary of Defense a program con- 
taining recommendations for the personal safety, health, welfare, and morals 
of the members of the Ready Reserve, including regulations concerning the dis- 
pensing of alcoholic beverages on training establishments, in conformity with 
the laws of the several States.” 

Mr. Russety. Mr. President, the Senator from South Dakota, Mr. Case, on 
several occasions during the hearings expressed concern over proper precautions 
being taken to protect the health and morals of the members of the Ready 
Reserve, particularly the young men who enlist in the Reserve. The Senator’s 
amendment proposes that the Security Training Commission shall submit to the 
Secretary of Defense recommendations to deal with that very important phase 
of this subject, which is of great concern, particularly to the parents of the 
country. I am perfectly willing to accept the Senator’s amendment. 

Mr. Case of South Dakota. I thank the Senator. I have also submitted the 
amendment to the distinguished Senator from Massachusetts, Mr. Saltonstall, 
and I believe he is in accord with the sentiments expressed by the Senator from 
Georgia. 

Mr. Russe.L, That is correct. I discussed it with him. 

Mr. Barretrr. Mr. President, will the Senator yield? 

Mr. Case of South Dakota. I should like to have the amendment accepted by 
the Senate, if possible. Does the Senator wish to comment on the amendment? 

Mr. Barrett. I do. 

Mr. CAsE of South Dakota. I vield. 

Mr. Barrett. I wish to commend the Senator from South Dakota for offering 
the amendment, and also to commend the chairman of the committee for accept- 
ing it. It is a very fine and splendid amendment. It is one that I believe ought 
to be added to the proposed legislation. 

Mr. Case of South Dakota. I appreciate the Senator's statement. The amend- 
ment is in keeping with the recommendations of the Commission in its report 
to the President. 

Mr. LANGER. Mr. President, will the Senator yield? 

Mr. Case of South Dakota. I yield. 

Mr. LANGER. I, too, would like to be associated with the distinguished Senator 
from South Dakota and the distinguished Senator from Wyoming in their 
remarks. 

The PrEsIpInG OFFIcerR. The question is on agreeing to the amendment offered 
by the Senator from South Dakota, Mr. Case. 

The amendment was agreed to. 


LETTER OF TRANSMITTAL 


NATIONAL SECURITY TRAINING COMMISSION, 
Washington 25, D. C., October 1, 1955. 
Hon. CHARLES E. WILSON, 
Secretary of Defense, Department of Defense, 
Washington 25, D. C. 


Dear Mr. Secretary: I have the honor to transmit herewith a program con- 
taining recommendations for the personal safety, health, welfare, and morals of 
the members of the Ready Reserve while performing active duty for training 
under the provisions of the Reserve Forces Act of 1955. 

These recommendations are submitted to you pursuant to chapter 8, section 
262 (e) of the Reserve Forces Act of 1955, Public Law 305, 84th Congress. 

Since this Commission was established in June 1951 we have studied the prob- 
lems upon which we are making recommendations in this report. We greatly 
appreciate the cooperation we have received from the Department of Defense 
in making this and other studies, especially during the past year. Since August 9, 
when the Reserve Forces Act of 1955 was finally approved, we have reviewed 
all of our previous studies on the matters involved and have incorporated such 
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new recommendations as we deem necessary under the provisions of the act. 
We have been extremely favorably impressed by the large volume and compre- 
hensive nature of regulations already existing in the Armed Forces dealing with 
the safety, health, welfare, and morals of persons in the Armed Forces. In large 
measure our recommendations are that the present excellent practices and 
regulations of the Armed Forces regarding these matters be continued for the 
benefit of those undergoing reserve training. We have not only studied Defense 
level regulations regarding these matters, but have also seen the detailed regu- 
lations of each military installation which will participate in the program. 
We are most favorably impressed. 

We would like it to be known to the youth of the Nation, and their parents 
as well, that young men who are considering aes in this 6-month Reserve 
training program, will have their welfare, health, morals, and safety entrusted 
to responsible and experienced hands. The program will be an excellent one 
and we are sure that its success will depend only upon whether or not the young 
men of the Nation are made aware that such a program exists. The Nation 
needs a strong Reserve. Our youth will serve their country well by enlisting 
in this program. 

Again we wish to thank the Department of Defense and the various Armed 
Forces for their cooperation in the preparation of these recommendations. 

With best wishes, we are, 

Sincerely, 
JuLIus OcHs ADLER, 
Chairman. 
WARREN H. ATAERTON, 
Commissioner. 
ALBERT J. HAYES, 
Commissioner. 
Tuomas C. KINKAID, 
Admiral, USN (Retired), 
Commissioner. 
Watrter Bepett SMITH, 
General, USA (Retired), 
Commissioner. 


RESERVE FORCES ACT OF 1955, CHAPTER 8, SECTION 262 (E) 


The National Security Training Commission shall advise the President and 
the Secretary of Defense, and shall report annually to the Congress, with respect 
to the welfare of persons performing periods of active duty for training under 
elause (1) of subsection (c) of this section, but shall have no authority with 
respect to the military training of such persons during such periods. Within 
60 days after the date of enactment of the Reserve Forces Act of 1955, the 
National Security Training Commission shall submit to the Secretary of De- 
fense a program containing recommendations for the personal safety, health, 
welfare, and morals of the members of the Ready Reserve while performing such 
active duty for training, including regulations concerning the dispensing of 
alcoholic beverages on training establishments, in conformity with the laws of 
the several States. 


RECOMMENDATIONS OF THE NATIONAL SECURITY TRAINING COMMISSION TO THE 
SECRETARY OF DEFENSE 


The Reserve Forces Act of 1955 requires the National Security Training Com- 
mission to make recommendations to the Secretary of Defense regarding the 
welfare, morals, health, and safety of trainees. These recommendations follow: 


I, WELFARE 


Community relations.—The primary duty of this Commission is to advise the 
President and the Secretary of Defense regarding the welfare of trainees in the 
program. Experience through the years indicates that most young men under- 
going military training do not encounter moral pitfalls in the training camps. 
If such pitfalls are encountered at all, they arise in the communities which sur- 
round these installations. For this reason, the armed services have long worked 
in close cooperation with civic leaders of communities in order to provide whole- 
some recreation for servicemen and to protect them from any unscrupulous 
citizens who would attempt to profit from the loneliness of young men away from 
home. 
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This Commission recommends that local citizens advisory committees be 
formed, wherever they do not already exist, for the following purposes: 

1. To, by community pressure, force the operators of establishments 
preying upon military personnel for immoral or harmful purposes to clean 
house or be declared off limits; 

2. To insure that commercial establishments in the vicinity of training 
installations comply with local laws governing the sale of alcoholic beverages 
to minors; 

3. To encourage the local communities to provide wholesome recreation, 
entertainment, and social activities for trainees: 

4. To encourage local religious leaders to take an active interest in the 
welfare of the trainees and to encourage them to attend local religious serv- 
ices and related activities ; 

5. To provide trainees with friendly counsel from local civic leaders, at- 
torneys, ministers, and businessmen in the solving of any problems which 
may arise involving the trainees; 

6. To encourage local community leaders to deliver lectures as a part 
of the cultural and educational activities of the program. 

The Commission will examine all such cooperative programs already in exist- 
ence and will offer suggestions to commanding officers and civic leaders in setting 
up the specific type of advisory committees required by this program. 

The Commission will desire periodic reports from the commanding officers 
of each installation regarding the activities of these citizens’ advisory com- 
mittees, as well as the other matters dealt with in this document. The Com- 
mission itself will keep in direct contact with local leaders of these commit- 
tees and will be continually seeking suggestions and comments. 

Educational activity—There already exist two general types of educational 
activity available to members of the Armed Forces. The Commission rec- 
ommends that these activities be made available to trainees. The first type of 
educational activity is the training required by the military agency itself; the 
second is the pursuit of studies on the initiative of the trainee. The required 
instruction to be given by the military agencies in general nonmilitary subjects in- 
clude character guidance lectures. These lectures cover democratic respon- 
sibility, sex education, marriage, religious moral principles, and government. 

Trainees should have varied opportunities to improve their educational 
status and to inquire into fields which interest them. The facilities of the Armed 
Forees Institute should be available to the trainees. Any trainee whose attain- 
ments do not include a fourth-grade education should be offered courses to raise 
his educational level toward that grade to the extent possible in light of the 
required military training. 

Military authorities should cooperate with local citizens committees in seeking 
arrangements for the extension of city library loan privileges to the trainees. 
In addition, the customary library facilities of military installations should be 
available. 

Athletics.—Each of the service’s training programs should include athletics 
and bodybuilding as is presently the case for regular trainees. The value of 
such a program is shown by the fact that in the first cycle of the Fort Knox ex- 
periment, 10 percent of the trainees had never played team games of any kind: 
that 25 percent could not swim: and that 50 percent did not know the rules of 
any major sport. Military service gave them an opportunity they had never 
had before to learn these things. 

Social recreation.—Dances, adequate lounge facilities, and free motion pic- 
tures should help to round out the environment. These are provided around 
most military installations today. The United Service Organization (USO) 
has pledged their full cooperation in extending their varied services to the 
trainees in this program. 

It will be important to have pleasant lounging facilities on the installation, 
including a snack bar and informal game facilities. 

Hobbies.—The Fort Knox experiment provided a shop for the trainees in- 
terested in various hobbies. Some of the young men took part in dramatics, 
band, orchestra, and glee club activities. Such facilities as these should be 
provided for the trainees wherever possible. 

Leave.—tTrainees should be granted leave in accordance with the regulations 
of the training agency but the Commission would recommend that little leave 
be granted trainees in this shortened training program. 

Religion.—Chaplains of the Protestant, Catholic, and Jewish faiths should of 
course be available for personal counseling and regular services. We recommend 
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that care be taken to insure that there are sufficient chaplains of all faiths for 
the trainees. 

Upon arriving at the training installation, each trainee should be immediately 
invited to visit a chaplain of his choice. The chaplains should bear a great 
responsibility for the moral conduct of their trainees. 

The same services and instructions which are available to civilians should be 
made available to trainees. A few modifications will, of course, be necessary to 
meet military necessities. For example, the time at which services and instruc- 
tion are given must conform to military schedules. 

In the event that a particular faith has no chaplain available when needed by 
a trainee, the local minister, priest, or rabbi should be called upon for help. 

All sacraments and rites should be available at all times as is presently the 
case on most military installations. 

Among the many important tasks performed by chaplains today which should 
also be performed for the trainees are the following: 

(a) Extend to the trainees a word of welcome, explain to them what a chaplain 
does in the Armed Forces, and invite them to come at any time to talk with him 
as a friend and counselor. 

(b) Interview each trainee as soon as possible after he enters training. Based 
on this interview, the chaplain will prepare a religious data and interview card 
that can be used for his guidance during the training period. 

(c) Be available for counsel at all times. 

(d) Give weekly character guidance lectures. 

(e) Give opportunities to church-related trainees to share voluntarily in choirs, 
in Bible and religious education classes, and make available to trainees of no 
church relationship voluntary instruction in the fundamental principles and/or 
preparatory classes for baptism and church membership. 

(7) Visit the hospital daily and be available to the patients for counsel, per- 
sonal con*erences, or any other services they can render. 

Legal.—Commanding officers, courts-martial, and review authorities should 
give full regard to the youth and inexperience of the trainees in awarding punish- 
ment or in approving or affirming such punishment. 

The Commission will watch closely the operation of the Uniform Code of Mili- 
tary Justice and, if necessary, will recommend any appropriate adjustments as 
it applies to those in the Reserve training program. 

All matters relating to legal rights and responsibilities, including State and 
local law regarding behavior, should be carefully explained to the trainees not 
later than 6 days after their arrival at an installation. Additionally, all of the 
trainee’s rights and duties under veterans laws and the Reserve Act should be 
clearly explained. 

It is recommended that trainees should be retained in the corps beyond 6 months 
under certain circumstances. They should be required to make up training time 
lost because of extended leave, absence without leave, confinement for punish- 
ment, or desertion. However, lesser punishments should not be counted against 
the training period. 

The instructors.—The Commission strongly recommends that the Secretary of 
Defense and the appropriate military authorities take all possible precautions to 
insure that the instructors have the highest moral and ethical standards. In- 
structors should exercise a 24-hour-day responsibility, taking an interest in 
everything their trainees do, visiting their messhalls, barracks, and clubs 
regularly. 


Additional recommendations for the general welfare of trainees 


1. Trainees will be entitled to the benefits of the Soldiers’ and Sailors’ Civil 
Relief Act of 1940, as provided by law. 

2. Trainees should be permitted to continue to receive compensation from any 
person, firm, or corporation while in training, on the same basis as persons en- 
tering the regular service. 

3. Trainees will have certain of the reemployment rights enjoyed by members 
of the Armed Forces, as provided by the Reserve Forces Act of 1955. 

4. The provisions of the Missing Persons Act will apply to trainees, as pro- 
vided by law. 

5. Every effort should be made to impress upon the trainees knowledge of their 
obligation to protect the institutions which give to American life its distinctive 
qualities and their own importance to the Nation in that supreme task. 

6. Trainees shall have the benefit of free Government life insurance in the 
amount of $10,000 during their training period, as provided by law. 
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7. Installation facilities such as soda fountains, snack bars, filling stations, 
barber shops, laundries, tailors, shoe repair shops, photographic studios, and 
newsstands should be available to trainees. 

8. Guest houses for visiting parents should be provided whenever possible. 

9. Legal advice should be available when needed. 

10. No training agency should deny to any trainee the right of direct access 
to the National Security Training Commission. 

11. Recreational assistance in the program should be sought from national 
organizations such as the USO and the National Recreation Association. 

12. From time to time the Commission, in cooperation with the training agen- 
cies, should seek the services of leaders in the fields of education, religion, recrea- 
tion, medicine, social conditions, psychology, and other fields for the purposes 
of evaluating the training program. 

13. Instructor personnel should be carefully selected, thoroughly indoctrinated 
in the philosophy of the program, and given the task of 24-hour responsibility 
for the welfare of the trainees. 

II. MORALS 


The average young American will do the right thing if he is not unduly tempted 
by the wrong. His environment at the training installation should be wholesome 
instead of grim, helpful instead of accusative. As outlined above, a constructive 
program will provide a wide variety of activities—sports, study courses, read- 
ing matter, movies, hobbies, music—instead of enforced confinement and idle- 
ness. Trained counselors, and personal chaplain, and military superiors will 
stand ready to help and guide the individual trainee. 

In regard to moral welfare, the armed services in the past have formed dis- 
ciplinary control boards in various cities. These boards confer regularly with 
representatives of the local law enforcement agencies, civic leaders, and church 
leaders regarding prostitution, liquor control, and health problems. In this 
field there has been great success. 

Present law concerning the suppression of prostitution in areas where military 
installations are located will be applied in full force. As is the case today, the 
head of the training agency should continue to declare brothels or other like 
facilities off limits. The present criminal code regarding prostitution around 
Armed Forces installations should be fully enforced. This law provides that 
within designated areas around military installations a fine of $1,000 or 1 year’s 
imprisonment, or both, may be imposed upon anyone who engages in or assists 
prostitution. 

Previous felons.—To protect the trainees against undesirable associates, no 
person who has been convicted of any felony should be permitted to enlist into 
the program. 

Liquor.—The Commission recommends prohibition of the selling or traffic in 
intoxicating beverages to trainees. Most of the trainees will be minors and 
will come under the laws of the States in which they are trained. Most States 
prohibit the sale of alcoholic beverages to minors. If it should happen that a 
few trainees are not minors (Reserve Forces Act of 1955, ch. 8, sec. 262 (b) 
(8)), the laws of the respective States should apply. The present liquor regu- 
lations of our Armed Forces should provide a workable basis upon which to 
build liquor regulations for this program. 

The Army today prohibits the sale of alcoholic beverages to minors at any 
installation within the continental United States (Army Regulation 210-65). 
In the Navy, commanding officers are required by regulation to issue detailed 
eontrol instructions which must include prohibition of sales to minors and 
which also must be in conformity with local laws (Navy General Order No, 
15). 

Because of the fact that most trainees will be minors, State laws provide a 
valuable safeguard. Regulations at the various training installations should, at 
the very least, conform to the maximum requirements of State law. We think 
that the Reserve Forces Act of 1955, chapter 8, section 262 (e) clearly intends 
this as a minimum. 

In addition to these formal regulations, committees of local officials and prom- 
inent citizens will be formed to insure that commercial establishments in the 
vicinity of the training stations comply with local laws governing the sale of 
aleoholic beverages to minors. 

Establishments which do not comply should, of course, be placed off limits to 
trainees. 
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It is also recommended that soft drinks and other such refreshments be within 
easy access of trainees in all enlisted men’s clubs. 

Offpost taverns and bars within a reasonable distance of camps should be off 
limits for trainees and a penalty assessed the keeper of such places if he know- 
ingly permits a trainee to enter and purchase any intoxicating drinks. 

When trainees leave the base for any reason, their pass should be clearly 
marked “Minor,” if such is the case. 

The prescribed uniform should be worn at all times except when the trainee 
is on extended leave. 
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Ill. HEALTH 






The personal health and safety of trainees should be enhanced by the training 
program. 

So far as health goes, outdoor life, exercise, good food, and sanitary environ- 
ment should permit healthy development during the training period. 

Physical and mental hygiene will be encouraged. 

For some trainees, the availability of the extensive medical and dental facili- 
ties of the armed services will mean a marked improvement in personal health 
and hygiene. Some will never have consulted a doctor until they are examined 
for induction. It is hoped that this will encourage the practice of seeing their 
doctor and dentist regularly once they leave their training. 

Trainees will no doubt be less susceptible to the consequences of diseases 
because of the close watch that will be maintained on their physical condition. 
Training in first aid and disease prevention may be important to the trainees or 
their neighbors later in life. Most will acquire health habits which will stand 
them in good stead the remainder of their lives. 

1. Hospitalization, medical, surgical, and dental care should be furnished to 
trainees by the training agency in the same manner it is presently furnished for 
the Armed Forces in general. 

2. Trainees should be retained beyond their training period, with their consent, 
for the purpose of receiving hospitalization, or medical, surgical, or dental care 
occasioned by accidents or illness. 

3. Quarters, food, and sanitary facilities should receive frequent inspection 
by the proper health authorities to insure their adequacy, just as is done for the 
Regular forces today. 





















IV. SAFETY 








It is our conviction that the military departments should conduct intensive 
and realistic military training with due regard for safety. 

So far as safety is concerned, the careless allegation made during the 1955 
congressional hearings on the national Reserve plan that “in peacetime 2 percent 
of all teen-age boys in training would become casualties each year” is reckless 
and utterly unfounded. As a matter of fact, there is little doubt that trainees 
will be safer during their military training period than at any other time of their 
lives. For example, only 1 out of 86 men in the Army within the continental 
United States was accidentaly injured in the first half of 1953, compared to 1 
out of 32 in the country as a whole. The accident rate per million man-hours 
is more than a third lower in the Army than in civilian industry. In the age 
group of 15 to 24, automobile accidents are the leading cause of death, but the 
trainees—who will be from 17 to 20 and thus well within that group—will be 
confined to their base the greater part of each week and thus be less susceptible 
to auto mishaps. 

Drowning accounts for the next most deaths from accidental causes in the 15 
to 24 age group, about 6 per 100,000. Some of the trainees will want to swim 
in the athletic program and military practice is to have lifeguards close at hand. 
Moreover, the opportunity to learn to swim should be afforded to all trainees. 
It is likely that military trainees will be less susceptible to auto and recreational 
mishaps than are civilians because they will be very closely supervised at all 
times and, it is hoped, will seldom be allowed off the base during training. It is 
likely that they will be less susceptible to firearms accidents than civilians of 
their own age since they will be taught the proper handling and respect for these 
weapons. 

The Commission will report to Congress each year the number and causes of 
deaths and injuries occurring during the training. This will give the people 
and their representatives a close check on the safety factor. 

We recommend for safety’s sake that— 

1. Trainees should be granted little, if any, leave or time off the base. 
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2. All motor vehicles belonging to trainees should be registered and their use 
strictly supervised. 
3. Recreational activities such as swimming, etc., should be closely supervised. 


THE COMMISSION ROLE 


In order to implement the intent of the Reserve Forces Act of 1955, it will be 
necessary that the Commission establish an inspection system. The Commis- 
sioners plus other qualified persons designated by them will make thorough in- 
spections of the operation of the training program at regular intervals, budgetary 
limitations permitting. The Commission and its authorized representatives 
should have access to all matters relating to the welfare of trainees in each of 
the training installations and should be freely authorized to talk to the command- 
ing officers, the training personnel, and the trainees. The Commission will not 
intrude upon military training itself, but all other aspects of the program will 
be periodically inspected. This includes food, housing, recreation, health, safety, 
religious activity, morals, welfare, character guidance, information and educa- 
tion, ete. 

The training agencies should make available all records and statistics requested 
by the Commission or its representatives. No training agency or officer thereof 
should deny to any trainee the right of direct and private access to the Commis- 
sion and its representatives. It is not the Commission’s desire to be a watchdog 
only, but rather to assist the Department of Defense and the armed services in 
solving any problems which may arise in the program, to help in preventing bad 
situations from developing, and to do all in our power to make this extremely 
important program a success. 


HOUSE COMMENT 


Senator Magnuson. General Sarnoff is here to speak for this agency. 
The House report is very brief: 


The Commission has a responsibility— 
they say— 
under the Reserve Act of 1955 to advise the President and the Secretary of 
Defense and report annually to the Congress with respect to the welfare of 
persons in training under the act. The Commission inspects installations being 
used by the Department of Defense, with the purpose of reporting with respect 
to the welfare of the trainees. Such a workload is extremely small and nebulous, 
and the committee believes adequate safeguards can exist without this Com- 
mission and recommends that the $75,000 requested be denied. 

You are here to request otherwise, I understand. 

Mr. Sarnorr. I find myself in a rather novel role here. This is my 
first experience in appearing before an Appropriations Committee 
of the Senate to ask for funds. I cannot say that I am here to argue 
with the House committee. 

If the Commission is not required or is not necessary—if that be 
the wisdom and decision of the Congress, I have no argument to make 
on the other side. 

I was asked to assume the chairmanship of this Commission by 
President Eisenhower in November. I studied the preceding history 
that led to the formation of the Commission. It is, as you know, 
an agency created by Congress itself, on which the House as well as 
the Senate had voted, and it has definite responsibilities. 

When I took charge back in November, or the beginning of De- 
cember, we had hardly gotten started, because the latest act under 
which this Commission functions was enacted only in August 1955, 
the Reserve Forces Act. 
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Senator Macenuson. I recall right there that last year we put in the 
amount in the bill pending this legislation. We gave it to you even 
then because we figured or we decided that you would need it if the 
legislation was passed, and it has since been passed. 


PUBLICITY FOR RESERVE PROGRAM 


Mr. Sarnorr. Yes, sir. The first problem, of course, was to get the 
story across to the fathers and mothers and the young men to have an 
interest in enlisting in this Reserve, particularly the 17 to 1814 years 
group that has the 6 months training program before them. There 
were hardly any trainees as of the time I began, or only a couple of 
thousand, and since then we have been working diligently with the 
Defense Department, first in helping them to get their story clearly 
stated so that it would be understood, without complication, and then 
to deliver that message to the country. That has been done and is 
being done now. 

This week particularly, as you know, is Military Reserve Week, 
and we have had a tremendous response. All of the networks, all of 
the stations, the motion pictures, and the press have cooperated mag- 
nificently and patriotically. I would say as a rough estimate that 
the free publicity which the Defense Department is getting for this 
program for this week alone, if they had to pay for it, ‘would be 
something over $3 million. 

We have as of this morning, I think, a total of 22.500 trainees who 
have signed up. So within the few months since this Commission 
has become really active, we have gone from almost nothing to ap- 
proximately 25,000. 

The bogey for this year is 100,000. I think that we can achieve it, 
with continued effort. So the first problem is to get the young men 
to sign up. When that is done in sufficient number, I would say 
when we had about 50,000 at least, then we have to begin the task 
of inspection, because the law puts upon this Commission the obliga- 
tion to look after the welfare of these young men, not necessarily to 
have anything to do with the military training, but the general wel- 
fare, how they are treated and soon. Thatisa pretty big job. There 
are a great many camps. 


TOTAL RESERVE CAMPS 


There are some 30 camps and installations at which these young 
men will be stationed. The Commission must have facilities to go to 
these camps. We propose to set up local committees to help them, 
entertain them, and make life interesting as well as useful. 

I appeared before the House requesting the modest budget of 
$75,000. I must say that I received the most courteous treatment 
from the Members of the House. They asked questions and I 
answered to the best of my ability. I went home feeling that on my 
first effort before an appropriations committee it w asn’t half as bad 
as I had expected. 

But the result is in the letter you have quoted. They would like 
to do away with us. Congress created this child and if it does not 
want the child, it is not for me to argue about it. But if you do want 
it, I do not see how you can expect to have us do anything useful for 
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less than $75,000. It involves a staff, men, facilities, and so on. Be- 
lieving as I do in the need for a Reserve, as I am sure you gentlemen 
do; finding as I have that the staff is efficient and competent, small 
as it is; that the Defense Department is cooperating very well, indeed, 
and we have been helpful to them, they say, and they have been cooper- 
ative with us; knowing that the program is underway; and believing 
that the objectives can be achieved; I, therefore, recommend without 
hesitation to you, gentlemen, the approval of this figure of $75,000. 


COMMUNITY COMMITTEES 


Senator Dirksen. General, have you made a start on developing 
your pattern for these community committees that you mentioned in 
vour report ? 

Mr. Sarnorr. We have made a start, sir, but I would not say we 
have gone very far. First has been the element of time and secondly 
we had few trainees until recently. But we have made a start and we 
have a program, and we propose to make this a local affair. Men 
and women in the community where these training centers are located 
will be asked to participate and to give their help. Iam sure we can 
get it. 

Senator Magnuson. You will have sort of a military PTA, is that 
what it is? 

Mr. Sarnorr. I suppose in a sense it may be. 

Senator Magnuson. Well, I mean the liaison of the people outside 
and the people in here. 

Mr. Sarnorr. That is right, and it is all a voluntary effort. Of 
course these young men, leaving their homes and se chools at 17 to 18% 
need a little more tender attention than would nor mally be the case. 

Senator Magnuson. It may be worth while for members of the 
Senate to have you continue. You might save us a lot of correspond- 
ence. 

Mr. Sarnorr. Anything we can do to save your trouble we will do, 
of course. 

Senator Macnuson. The first person they write to is their Senator 
or Congressman. I think the House might have been shortsighted. 

Senator Haven. Mr. Chairman, it seems to me this is the case 
where an Appropri: itions Committee has decided that Congress made 
4 mistake in passing a law. For that reason, I think you ought to 
direct the clerk to look at the committee reports when that legislation 
was reported, and put the substance of the reports in this record, as 
to what justification the legislative committee had for reporting legis- 
lation of this character. 


FUNCTIONS OF COMMISSION 


Senator Macnuson. General, for your information, at the sugges- 
tion of the Senator from Arizona. which I think is a good one, in their 
report on the national Reserve plan, and I quote from page 28: 

Requires the National Security Training Commission to act in an advisory 
capacity to the President and to the Secretary of Defense and to report annually 


to the Congress with respect to the welfare of persons undergoing the 6 months 
of active duty for training. 
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Mr. Sarnorr. Among other things, Mr. Chairman, this Commission 
was required to recommend to the Sec retary of Defense a program to 
deal with this training. That was quite an undertaking. That job, 
as a matter of fact, was done before 1 was chairman. It was done by 
my predecessor. You have before you this very comprehensive 

brochure that recommended the course of training to the Defense De- 
partment, and it has been adopted. 

(See recommendations attached to letter of March 13, 1956.) 

You also have this little brochure that boils down the whole story 
of Reserve training and answers the question as to why a young man 
should join the 6-month training program. There have been several 
millions of these printed and distributed. A great deal of this work 
has been done by this Commission. 

(The brochure referred to follows:) 


END DRAFT WORRIES! 
PLAN FOR THE FUTURE! 
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PRESIDENT DWIGHT D. EISENHOWER: 


“No time should be lost in moving toward the goal of 
stronger Reserves as rapidly as the new law permits. 
It is my sincere bope that young Americans will 

to this volunteer program im such measure as 
to imsure its success.” 


PREEREE ELE PS ERERE Re 


What is the 6-Month 
Training Program? 


Here is a new and practical concept of military 
service that enables young men to fulfill their 
military obligation by being full-time civilians 
and part-time soldiers! 


How does it work? 


If you are between 17 and 181, you may enlist 
in the United States Army Reserve for a six- 
month training course, usually at the Army 
camp nearest your home. After completing the 
course, you return to civilian life. From that 
point on, your only obligations are: 


© A one night @ week meeting in your 
bocal Reserve Center. 


© A 2-week training camp course each yeer 
(generally in the summer) until a 7-year 
period of Reserve duty is terminated. 


“J 
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What advantages does 
the Program offer you? 


1. OPPORTUNITY TO PLAN YOUR FUTURE... 


The inevitable question, ‘When will I be drafted?” 
will no longer concern you because you become 
draft-proof. You can make firm plans for education 
job, marriage and family and set your sights 
now on the income you want 


2. ONLY SIX MONTHS’ ACTIVE DUTY... 


You can fulfill your legal obligation—and your 
patriotic duty—by serving only six months in a 
training camp instead of the two years required 


‘of draftees. And you will be paid for all duty 


performed 


3. CHOICE OF A UNIT... 


Depending upon your aptitudes and the unit 
vacancies available, it’s possible to pick the exact 
job you want to be trained for during your 6 
month basic course. And this training will continue 
among your friends and neighbors when you return 
to your hometown Reserve unit. 


4. BETTER JOB PROSPECTS... 


Without the draft threat hanging over your head, 
you're a better prospect for the employer who also 
plans for the future when he hires you. 


5. KEY ROLE IN YOUR COMMUNITY... 


Your six-month basic course teaches you to pro- 
tect yourself and your family in any emergency, 
and prepares you for leadership in community life 
The training builds you physically, and the tech- 
nical skills you learn will help you advance faster 
in your job. 


6. CHANCE TO FINISH HIGH SCHOOL... 


You will not be called away for this training until 
you leave high school, by graduation or otherwise, 
or become 20 years of age, whichever occurs first 


DIRECTOR FOR LOCAL COMMITTEES 


Senator MaGnsvon. I remember last year 


when another witness 


testified to this, and I believe Admiral Kinkaid. 

Mr. Sarnorr. And Gen. Bedell Smith, Mr. Hayes, and myself. 
That constitutes the Commission. 
Senator Dirksen. General, I quite subscribe to your approach to the 


matter, namely creating these local committees. 


But local commit- 


tees, willing as they are to serve, have to have some kind of energizing 
and some direction from the top. 
locality you can find literally hundreds of fine people, glad to serve. 


But always there is the question: What shall we do? 


I have no doubt in any camp or 


They have to 


have some direction from the top. My own feeling about the agency is 
that I believe it was responsive to all the fears and anxieties that were 


expressed over a long period of time. 


76535—56——24 
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After all, these young men are of reasonably tender age, and you 
detach them from home foundations. ‘There has to be something to 
occupy them in leisure time. All of these stores we have heard about 
people preying on them in the locality of the cantonments, the prob- 
lems we have had about the sales of liquor on cantonments or sites, 
everything that is conducive to the well-being of a youngster is con- 
stantly ventilated to Members of the Congress, and it becomes a na- 
tional concern. 

It is not a case, in my judgment, of trying to take a young man, and 
fairly n: ationalize his ‘thinking. I think some fears were expressed 
about that at the time. On the other side, there is certainly a more 
tangible anxiety. That is what we know has happened through the 
World War IT period in some of these areas. 

I quite subscribe to the whole idea. It is a modest sum that is 
involved. I know nothing about the unpredictable motivations that 
led any other great deliberative body to conclude perhaps an agency 
is dealing with something that seems quite nebulous. I think it is 
anything but nebulous, as a matter of fact. 

Mr. Sarnorr. Senator, I agree with everything that you have said. 
My own experience in other ‘fields has led’me to the conclusion that 
you not only must have a directing agency but you must have it com- 
posed of men, commissioners, who command the respect and confi- 
dence of the country. We have not heard the beginning of this yet 
because there have been few trainees. But once you “get 100,000, 
200,000, or 300,000 of them, and this contemplates millions, the 
country is going to want to know who is looking after their welfare. 
At least there has to be some agency to which they can apply or com- 
plain or express their fears or ‘apprehension, and it will be the func- 
tion of this Commission to deal with those complaints and investigate 
on the spot. 

You cannot do that unless you have a staff, I would say that if I 
could get 10 percent of the work done that this Commission does in 
volume as well as in quality for $75,000 a year in the Radio Corpora- 
tion of America, I would think I was doing pretty well. 


CONTRIBUTIONS TO PROGRAM 


Senator Dirksen. [ think the contributions you have managed to 
procure in behalf of the program and in implementing enlistments 
in the program certainly is deserving of commendation. That is 
something of an achievement in itself. 

Mr. Sarnorr. There have been many men and women who really 
dedicated themselves to this. Only a few months ago, the general 
impression was that this thing would not work. You know, there 
are many people who, strongly as they believe in UMT, believed that 
this substitute would not work. In fact, there were some members on 
the House committee, when I testified, who expressed their sincere 
and reasonable doubts. I did not know whether it would work either 
until we tried it. 

Such efforts as we have put forth to date have convinced me that 
it can be made to work. If it can be made to work, it is a great thing 
for the country. You will not need to look for any other methods. 

Furthermore, it is a fine thing for the young man. He comes in 
for 6 months, he gets his training, he is free from the draft, he can 
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plan his future both in school and in his job and in his life. It is a 
good thing for industry, because if it hires one of these trainees after 
he has had 6 months’ experience, it knows that he is going to be there, 
whereas if it hires him before he has fulfilled is military obligations, 
it does not know whether he will be there tomorrow or not, and there 
is hesitant to employ him. 

On the whole, this is worth a trial, it seems tome. If after a reason- 
able trial, a year or 2, it seems insufficient, and certainly I lay no claim 
to this law in its present form being perfect, then it would be the func- 
tion and obligation of this Commission to report to you gentlemen, 
the Congress, and the President, just what it has learned as a result of 
its experience, and to make recommendations for modification. You 

cannot do that, however, if there is no agency at all. 

Senator Dirksen. That is quite true. 


DIRECT MANDATE TO COMMISSION 


Senator Maanvuson. Senator Dirksen, there is another facet here 
which I think is a direct mandate to these people. I do not know why 
it was included in the law. I am reading from the law: 


Shall submit to the Secretary of Defense a program containing recommendations 
for the personal safety, health, welfare, and morals of the members of the Ready 
Reserve while performing such active duty for training, including regulations 
concerning the dispensing of alcoholic beverages on training establishments. 

Mr. Sarnorr. We have done that. 

Senator Dirksen. That is a very live issue today. 


Mr. Sarnorr. Yes, sir; and I imagine it will become more alive as 
the young men increase in number. 

Senator Dmxsen. That is correct. I am confident that if the pro- 
gram did not return tangible results, you would be the first to say we 
should not continue. 

Mr. Sarnorr. Certainly. .That would be my duty and the logical 
thing todo. I have assumed, subsequent to my appointment, that the 
job for me was to carry out the intent of the law and to give it all that 
we can, and then if it does not work, to come and tell you so. I be- 
lieve it can be made to work. 


GUIDANCE FOR 17-YEAR-OLDS 


Senator Haypen. There is a theory, Mr. Chairman, that a young 
man arriving at the age of 17, if he does not know the difference between 
right and wrong it is the fault of his parents and the church, and, 
thenelins, you can put him in the armed services and let him get along 
on his own the best he can. If he does anything wrong he will be 
punished, but no guidance will be necessary. The act that Congress 
passed denies that assumption, it seems to me. That says it is proper 
for our Government to give him some guidance through an organiza- 
tion such as is provided. 
Mr. Sarnorr. Yes, sir. I have three sons of my own, and I found 
it more difficult to deal with them after they were 17 than before. I 
think we all need guidance of one sort or another. 
But this is not merely a home environment or a church environ- 
ment. This is a terrific change in the life of a young man. It is not a 
question of whether he is good or bad, but it is a question of orienting 
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him to a new form of life, to get along with other people and be obedi- 
ent to military requirements, and I think a little help is needed. Also, 
a little attention from the outside, the local community, is needed. 
When these boys have time off, where they go and how they are en- 
tertained, I think, is a very. important matter in the life of a young 
man. 

There are plenty of patriotic people, as you said, Senator, who, 
when called upon, are delighted to give their service. But it takes 
organization, and it takes contacts with them, and they must be made 
to feel that they are doing something for the Government as well as 
the local town. That is the job of this Commission. 

Senator Magnuson. Are there any further questions? 

Senator Dirksen. I have no further questions. 


SERIOUS SHORTAGE OF TRAINED SCIENTISTS AND ENGINEERS 


Senator Magnuson. General, while you are here, the next item we 
have on the agenda is the National Science Foundation, with which 
you are familiar. 

Mr. Sarnorr. Yes, sir. 

Senator Magnuson. You wrote a paper, I believe, or made a 
speech, or both, which I think I commented about to you in a letter. 
In the large concern that you head, you have occasion, of course, to 
know a great deal of the problem of avilability of scientifically trained 
people in the country, which was just testified to before, while you 
were here, by the Aeronautical Committee, how they lose their people, 
and they cannot get them. 

The House in this particular case cut, again, the National Science 
Foundation. They are here to ask for the restoration. 

Generally speaking, from your experience in many of these techni- 

cal, scientific, and engineering fields, do we have, as a Nation, a lack 
in that field of basic scientists, trained people, say, as compared to 
what the Senator from Illinois ‘suggested; with the Russians, or some 
other countries 

Mr. Sarnorr. Yes, sir. You have touched a subject that is very 
close to my heart and mind, and one on which I testified the day before 
yesterday before the subcommittee of the Joint Committee on Atomic 
Energy. 

Senator Maanuson. All of these field are pretty well related? 

Mr. Sarnorr. Yes; they are interrelated. I might say, briefly, that 
I proposed before that committee, and formally before a dinner of 
the National Industrial Security Committee—— 

Senator Magnuson. That was the paper to which I referred. 

Mr. Sarnorr. I proposed a three-point plan. Before describing 
the plan briefly, I would like to say that I agree wholly with the im- 
plication of your question. There is a shortage and that shortage 
is one of the most serious things, in my opinion, that faces this country 
at the present time. I made that statement only yesterday morning 
to President Eisenhower, with whom I had an interview. It has been 
going on for some time. 

Senator Macnuson. If I may interrupt there, I may say that is 
true, too, and the reason for the existence of the National Science 
Foundation, which I happened to be the author of some years ago, 
was the concern of those there now, Dr. Vannevar Bush and some of 
the rest, that we were falling right behind on this matter. 
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Mr. Sarnorr. We are falling behind, Senator, not so much in the 
quality of our work, and in fact there I do not think we are behind, 
but we are behind in the quantity, the number of trained men. When 
one speaks of a scientist, a physicist, an engineer, he cannot be made 
overnight. It takes some years to train that man. 

Unfortunately, the facts and figures which have been presented so 
far and gathered by the CIA and other agencies, and by the Joint 
Atomic Energy Committee indicate that the Russians last year gradu- 
ated two and a half times as many engineers as we in the United 
States, and they are continuing to ‘accelerate that rate. We have a 
serious bottleneck at the high school level. There is the ates 
of teachers of physics, science, and mathematics; there is a shortage 
of students who do not enter these technical courses, with the result 
that if we go along as we are going now, all the appropriations for 
machines are not going to do any “good if you do not have men to 
operate them. 

The kind of technical specialization that is required in these days 
of atomics and electronics and aerodynamics is of a very highly 
skilled character. You cannot make these men overnight. 

I have looked upon this problem as divided into two major parts, 
the immediate or emergency problem that I think we must meet at 
full speed, and the long-range problem, which should go on concur- 
rently. When we deal with the long-range problem, we, of course, in- 
volve the whole question of education, the paying of the teachers, and 
the status of teachers and a lot of other questions. 

I think they are all important and they all deserve attention. But 
they alone are not going to meet this race that the Russians have start- 
ed in doubling and tr ebling the number of technical men. 


NATIONAL EDUCATIONAL RESERVE 


For the immediate situation, I recommended a three-point program 
for the committee: (1) That there be set up what I call a National 
Educational Reserve, and that industry itself, which has here a great 
stake because we need more scientists and engineers—and every com- 
pany engaged in business does—that industry itself make a contribu- 
tion of X number of its trained engineers, scientists, physicists, to the 
schools for a period of 1 year, and that industry carry them on the 
payroll with all of the privileges at their own expense. Of course, 
industry is making contributions to colleges and universities and so on. 

IT am not suggesting that this be a substitute, but that it would be 
an addition. Take a company like my own. We employ thousands 
of engineers. Suppose we were able to give a dozen or 2 dozen or 3 
dozen of them for a year to the local high schools and carry them on 
our payroll for a year. It would be a contribution, but a contribution 
that we would be glad to make and that we are able to make. No one 
company would be seriously inconvenienced or damaged, if you made 
the list large enough and selected a wide enough number of companies 
from which to accept these contributions. 

Also, there are people who are working in the daytime who would 
be glad to teach at night—in the night schools—the subjects of mathe- 
matics and physics. But, again, you have to have an agency. Just as 
we have a military reserve, I propose the establishment, perhaps by an 
act. of Congress, of a National Educational Reserve, into which these 
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men and women who would be giving services would become members. 

There would be some recognition of them, as reserve educators. 
They would have status, diplomas, recognition of one kind or another. 
And I would do this on a temporary emergency basis, say for 5 years, 
during which time the long-range program would continue to be de- 
veloped. You would bring into the high schools, particularly, and 
into the colleges, men who are actually doing work, and who are alive 
to the latest developments i in these modern fields that I have discussed, 
atomics, electronics, dynamics, and soon. You would generate a new 
interest on the part of the student in physics and science, with new 
worlds to open up. 

In Russia, as you know, they conscript the minds as well as the 
bodies. They do not argue with the youngsters, but tell them “You 
study this.” Under our democratic processes we can achieve the re- 
sults in a better way by making it interesting, making it attractive. 
Certainly there are opportunities for employment when the young 
men graduate. 

That is point 1, the establishment of a National Educational Reserve 
to meet the emergency. The actual curriculum of studies and what 
should be taught and so on should be under the auspices of and author- 
ity of the constituted educational authorities. I do not mean to set up 
a new educational system. These people are best qualified to do it. 


CENSUS ON CAREER DECISIONS 


The second point that I recommended was that there be a poll or 
a census taken of the youngsters themselves, the senior students in 
high schools and the freshmen in the colleges, the last year of high 


school and the first year of college. Those are the determining years 
when a young man decides what his carer will be. 

Find out from them why they do not want to sign up for the sci- 
entific courses, and why they do not want to study mathematics, elec- 
tronics, physics and so on. They may have some reasons which will 
point the way. 


ATOMIC REACTOR FACILITIES AT UNIVERSITIES 


The third suggestion that I made was since we are interested these 
days in atomic energy, and since this is the latest force governing 
much of our thinking and action, we ought to emphasize this atoms 
for peace by translating it into something visible and practical. 
Therefore, it would seem to me that if a reasonable number of these 
experimental atomic reactors were installed on the campuses of uni- 
versities, and the young men actually taught atomic energy would see 
how they work, you would create a new interest and you would stimu- 
late the students to this technical training. 

That would not cost so very much. Where the atomic reactors can 
generate power, and I think already there have been 1 or 2 instances 
where that has been done, they can use that power for the purpose of 
the school or university and get direct and practical experience. 
These three points I do not mean to suggest are a cureall for the prob- 
lem, but I think they would go a long way first toward meeting the 
immediate emergency and, second, for generating interest in our 
youth on the subject of science. 
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Senator Magnuson. I appreciate that. Today we are having all 
of these agencies that are related to this problem. 

Are there any further questions? 

If not, thank you very much. 


NATIONAL CAPITAL HOUSING AUTHORITY 


STATEMENTS OF JAMES RING, EXECUTIVE DIRECTOR; CONRAD 
JONES, COMPTROLLER; AND LOUIS N. MOORE, BUDGET OFFICER 


RESTORATION REQUEST 


Senator Haypen (presiding). The National Capital Housing Au- 
thority will be the next item. Their letter will be placed in the record. 
( The letter referred to follows:) 


NATIONAL CAPITAL HoustnGc AUTHORITY, 
Washington, D. C., March 9, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation, 
United States Senate, Washington, D. C. 

DEAR SENATOR MAGNUSON: The National Capital Housing Authority respect- 
fully requests that the appropriation of $37,000 for the maintenance and opera- 
tion of properties contained in the proposed bill, H. R. 9739, on page 22, line 13, 
be increased to $39,000 as originally requested by this agency. 

We would appreciate the opportunity to appear before your committee to 
justify the requested increase. We realize that the amount of the increase is 
small. If the requested increase is not made available then the living condi- 
tions of 112 low-income families will be adversely affected during the coming 
year and subsequent maintenance costs may be substantially higher due to 
inability to keep the structures in good repair. 

Sincerely yours, 
JAMES RING, 
Executive Director. 
GENERAL STATEMENT 


Mr. Ring. Mr. Chairman, I appear here with diffidence and with 
appreciation to the committee because the item we have to present in- 
volves only the sum of $2,000. But in our operation of a small group 
of properties in the District of Columbia, that $2,000 looms very large. 

The properties to which I refer were built in 1935 to 1938, under 
the terms of the original act that created the Authority. We operate, 
as you know, as a public housing agency for the District of Columbia. 
The Appropriations Committee of the House reduced the estimate of 
the Authority by the amount of $2,000. 


EXCERPT FROM HOUSE REPORT 


Senator Haypren. The report says: 


The National Capital Housing Authority is the public housing authority for the 
District of Columbia, and the bill provides $37,000 for financing the 112 low-rent 
housing units under title I of the District of Columbia Alley Dwelling Act, 
which is the same amount as in 1956 and a reduction of $2,000 in the budget 
estimate. 

MAINTENANCE, REPLACEMENT, AND REPAIRS 


Why did you ask for the additional $2,000 in the budget? 
Mr. Rinc. The request was made because of the nec essity of main- 
tenance, replacement, and repair of parts of the houses. 
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Mr. Moore, our budget officer, has the details of that information, 
Senator. 

Mr. Moore. The detail, Senator, was very carefully prepared. We 
have in operating any housing property certain expenses basic to the 
operation. We have janitorial services, utility costs, and normal re- 
pairs and maintenance that must be carried on in order to operate at 
all. In addition to that routine, or normal, type of repair and main- 
tenance, we have unusual repairs which any householder knows occur 
occasionally. Sometimes there are kitchen ranges to be replaced. 
Sometimes the exterior needs painting. Sometimes the roof leaks. 

Senator Haypen. You have the problem of obsolescence. 

Mr. Moore. That is correct, sir. So in preparing the budget esti- 
mates, we start with our basic costs. We know what they are, and 
they are predictable. We go to each of the properties and carefully 
inspect to see what must be done, or what should be done. After that 
inspection is completed, we prepare our budget estimates and the costs 
are based upon what must be done and the current cost rates for per- 
forming that particular type of work. 

Senator Haypen. Is there not some general rule in industry that 
buildings of that kind have a percentage of obsolescence that you can 
figure out and use about that much each year to keep them up to 
standard ¢ 

Mr. Moore. That is correct in private enterprise, sir. I believe most 
of the housing is operated by private enterprise by establishing what 
they call a reserve for maintenance and repairs. They put aside in 
reserve a certain specified amount each year, and when they have these 
unusual expenses, they are charged against the reserves. 

We are operating title I properties on an annual appropriation basis 
which actually prohibits the establishment of such a reserve and does 
cause us to come to Congress annually with appropriation requests that 
vary from about $37,000 up to a maximum of around $43,000, depend- 
ing upon whether we have exterior painting or other unusual items 
scheduled for a particular year. 

Senator Haypren. How does this percentage compare with the per- 
centage used by private industry? Isit lower? 

Mr. Moore. Our operating costs are approximately the same as pri- 
vate enterprise, and our percentage of unusual cost should be about the 
same. We try to operate these low-rent housing project so that they 
remain decent, safe, and sanitary and a credit to the Authority. 

We do not permit them to run down and become slums. 

Senator Haypen. That would be what a private owner would do, 
if he wanted to continue to rent his property. 


TOTAL PROPERTIES INVOLVED 


Senator Dirksen. Mr. Ring, how many projects are involved here? 

Mr. Rina. Senator, there are 5 small properties totaling 112 dwell- 
ing units that our Authority constructed on former slum sites, little 
slum spots that we took out of squares and on which we built those 
houses. On the interiors of certain other alleys, we constructed non- 
residential buildings, where the removal of the alley slum itself was 
sufficient to stop the blight within the block. 

Senator Dirksen. How old are the oldest? 

Mr. Rina. The oldest goes back to 1935. 
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Senator Dirksen. They were built under the old Alley Dwelling 
Authority Act? 

Mr. Ring. They were. I think it may interest you, Senator, to know 
that just 27 years ago, when Senator Capper was chairman of the 
Senate District Committee, the Senate began its study of the legisla- 
tion which led to the act under which we are operating. 

Just yesterday we opened bids for the construction of the Arthur 
Capper Dwellings, which will occupy a former slum site in the South- 
east. 

Senator Dirksen. As these properties become older, I would assume 
that your operational cost would increase some year by year. The 
oldest of these is 21 years old. 

Mr. Rina. That is true. 

Senator Dirksen. In the very nature of things, the attrition on real 
property being what it is, I presume you would be confronted with 
larger demands for maintenance and operation. 

Mr. Rive. Of course, a number of factors will add to that. 

Senator Dirksen. Are they fully occupied ? 

Mr. Rina. Yes, sir. 

Senator Dirksen. So you have 100 percent occupancy ? 

Mr. Rina. Yes, sir. Of course, too, one of our aims in keeping those 
properties in good condition not only is to conserve the investment of 
the public in the properties, but also to inculcate into the low-income 
tenants who come to us from the substandard houses of Washington, 
an incentive to economic progress, so that they no longer need public 
housing, so that they will have a real desire for home ownership. 

Senator Haypen. That is all. 


NATIONAL SCIENCE FOUNDATION 


STATEMENTS OF ALAN T. WATERMAN, DIRECTOR; C. E. SUNDERLIN, 
DEPUTY DIRECTOR; F. C. SHEPPARD, COMPTROLLER; J. B. 
ROBINSON, BUDGET OFFICER, NATIONAL SCIENCE FOUNDATION ; 
DETLEV W. BRONK, CHAIRMAN, NATIONAL SCIENCE BOARD, 
PRESIDENT, NATIONAL ACADEMY OF SCIENCES, PRESIDENT, 
ROCKEFELLER INSTITUTE FOR MEDICAL RESEARCH; AND PAUL 
M. GROSS, VICE CHAIRMAN, NATIONAL SCIENCE BOARD, VICE 
PRESIDENT AND DEAN OF DUKE UNIVERSITY 


(For statement by Gen. David Sarnoff on scientific manpower prob- 
lems, see p. 370.) 
RESTORATION REQUEST 


Senator Haypen. The next item is the National Science Foundation. 
We have your letter addressed to the chairman. There it says: 


Page 23, line 6, delete “$35,915,000” ; insert “$41,300,000”, the amount contained 
in the President’s budget. 

Lines 6-10, delete that portion which reads: “Provided, That of the foregoing 
amount not less than $9,500,000 shall be available for tuition, grants, and allow- 
ances in connection with a program of supplementary training for high-school 
science and mathematics teachers.” 
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(The letter referred to follows :) 


NATIONAL SCIENCE FOUNDATION, 
OFFICE OF THE DIRECTOR, 
Washington 25, D. C., March 16, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the 
Independent Offices Appropriation Bill, 1957, 
United States Senate, Washington, D. C. 

My Dear SENATOR MAGNUSON: In reply to your letter of March 2, 1956, the 
National Science Foundation requests the following changes to H. R. 9739, en- 
titled, “Independent offices appropriation bill, 1957" : 

Page 23, line 6, delete "$35,915,000" ; insert “$41,300,000”, the amount contained 
in the President’s budget. 

Line 6-10, delete that portion which reads: “Provided, That of the foregoing 
amount not less than $9,500,000 shall be available for tuition, grants, and allow- 
ances in connection with a program of supplementary training for high school 
science and mathematics teachers.” 

The total appropriation approved by the House is $5,385,000 less than the 
amount recommended for the Foundation in the President’s budget. As indi- 
cated by the committee report No. 1847, the House strongly endorsed the Founda- 
tion’s program for the training of high school science teachers, which is one part 
of the education in the sciences program, and increased this item over the 
amount requested in the budget. 

The net reduction in the appropriation was apparently accomplished by in- 
creasing that part of the education in the sciences program related to the train- 
ing of high school science teachers by $5,650,000; and by reducing the allow- 
ances for other programs of education in the sciences by $1,025,000, the activity 
“National science policy studies,” by $50,000, the subactivity “Grants for research 
facilities,” by $3,500,000, and the subactivity “Grants for research projects,” by 
$6,460,000. 

The amount, $41,300,000, contained in the President’s budget provided for a 
balanced program directed to the several problem areas in science now confront- 
ing the Nation. This should be noted in considering the House action, i. e., the 
programs of the Foundation are all closely related and are directed to the com- 
mon objective of improving the national position in science. Although some parts 
of the total problem may have become more urgent than others, we believe it is 
imperative to maintain a balanced program that will permit us to move forward 
in all essential areas to the maximum extent that our resources—both manpower 
and money—will permit. 

Progress in science depends in the long run on the supply of trained scientists ; 
on a strong national effort in basic research; and on the availability of necessary 
research facilities. The training of an adequate supply of competent scientists 
for the immediate future depends to a considerable extent upon the opportunities 
available to younger scientists to continue their studies through graduate school 
and by participation in research projects. In the long run, for the maintenance 
of an adequate level of research, and for the training of a sufficient number of 
skilled scientists to fill our technological needs, we must depend upon a full 
supply of competent science teachers in our high schools and colleges. More 
able college teachers are needed to train more able high school teachers. To- 
gether they provide the stimulation and the quality of instruction necessary not 
only to improve the scientific education of our students, but also to motivate more 
students of high ability to pursue careers in science. 


SPECIFIC EFFECT OF HOUSE ACTION 


Education in the sciences 


The Foundation’s program, education in the sciences, is directed to the long- 
range problem of increasing our scientific and technical manpower both in 
numbers and in competence. The program is divided into three principal sub- 
programs: 

1. Strengthening present science teachers (p. 94 of the budget justification) — 
This program is directed to improving the quality of science teaching through 
providing year-long training for high school teachers at universities and through 
summer institutes for both school and college teachers. The House bill appar- 
ently limits such training to high school teachers. 
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2. The improvement of science curricula (p. 99 of the budget justification) .— 
The provision of improved courses of study which will contribute to better teach- 
ing is fundamental to the problem of securing more highly competent scientists 
and science teachers. The Foundation proposes to attain this objective through 
such means as the development of science curricula, subject matter syllabi, and 
supplementary teaching aids for science teachers. 

3. Motivation of able students to consider careers in science and science 
teaching (p. 104 of the budget justification) —This program is directed toward 
identifying young people with aptitudes for science and encouraging them to 
study science either for careers in research or in teaching. Included in this pro- 
gram are programs for the support of student participation in science activities 
and provision for distinguished scientists to serve as visiting lectures at schools 
and colleges. 

The limitation proposed in the House bill requires that $9.5 million of the 
appropriation be expended for the supplemental training of high-school science 
teachers only as compared with the $3,850,000 contained in the President’s 
budget for such training of high-school and college teachers. Furthermore, the 
President’s budget contained $1,525,000 for the two other subprograms of educa- 
tion in the sciences; the House action would apparently allow only $500,000, 
a reduction of $1,025,000. 

The Foundation concurs with the House committee that there is need for 
accelerating the high-school science-teacher training program. We believe, how- 
ever, that if we are to be successful in attacking the serious scientific manpower 
problem now confronting the Nation, we must move ahead with vigor in several 
areas simultaneously. If we are to assure that the Nation is adequately sup 
plied with capable scientific personnel, efforts to improve the quality of science 
teachers at the high-school level alone are not sufficient. We must insure that 
the quality of science teaching in our colleges will be adequate to develop further 
the potentialities of the high-school students who will be the scientists and 
science teachers of tomorrow. We must develop and support programs which 
will give to the teachers better curricula, and more effective teaching aids. We 
must not only stimulate our present teachers to become better teachers of science, 
we must also increase the number of science teachers for the future. Therefore, 
we must encourage a larger number of our most capable youth to enter science 
as a career both in teaching and in research. Finally, we must insure that a 
young research scientist, on completing his academic work, is provided with 
the opportunity and the necessary tools to use his talents for the conduct of 
research. 

The net effect of the limitation in the House bill is to concentrate our effort 
on the supplementary training of secondary-school science teachers. Important 
as this is, it is strongly felt that the long-range problem of increasing our 
scientific manpower potential requires more attention also upon the other aspects 
just discussed. 

Grants for support of research projects (p. 49 of the budget justification) 

The programs carried on under this subactivity make two significant con- 
tributions to the scientific potential of our Nation through the support of in- 
dividual research projects: 

1. The support of basic research projects provides the means for in- 
ereasing the fundamental knowledge which underlies our technology and, 
therefore, the national security, welfare, and economy. 

2. It also provides advanced training in science for students who have 
already chosen science as a career, thereby providing prompt increase in 
our output of scientific manpower. 

The reduction proposed by the House would eliminate the support of ap- 
proximately 500 individual basic research projects and the advanced training 
of approximately 1,200 graduate students in science and engineering. 

Grants for support of research facilities (p. 59 of the budget justification) 

The President’s budget requested $7 million for the construction and support 
of research facilities, including the following: $3,500,000 for the construction 
of a radio astronomy facility ; $1,900,000 to partially support the procurement 
by universities of nuclear reactors and electronic computers ; $600,000 for studies 
preliminary to the construction of a modern optical astronomical observatory ; 
and $1 million for the support of biological field research facilities. The House 
recommended that the amount be reduced to $3,500,000 for all facilities. The 
report further stated that the committee “expects that the Foundation will not 
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start a project unless it has all the funds available that are required for it to be 
completed.” 

Although the report stated that “the committee does not want to specify ap- 
proval as to specific projects * * *” the net effect of the language would, for 
example, prevent the Foundation from beginning construction of the radio 
astronomy facility. Restoration of the total amount of the appropriation request 
would permit the Foundation to proceed with the research facilities requested 
and urgently needed for the advancement of science and for the training of 
additional scientists. 

National science policy studies (p. 10 of the budget justification) 

The House report states “* * * the budget estimate includes $800,000 for 
making national science policy studies. The committee reduced the item by 
$50,000, which is indeed a very small amount and it will expect the Agency to 
greatly reduce this item next year * * *” 

While the reduction recommended by the House is small, the Foundation 
is seriously concerned that the House committee expects that these studies 
be greatly reduced in future years. The studies carried out under this activity 
provide necessary factual information and analyses for the determination of 
policies with respect to the role of the Federal Government in science. 


RECOMMENDATIONS 


The Foundation strongly recommends that: 


1. The appropriation be restored to the $41,300,000 requested in the 
President’s budget; and 


2. The limitation providing “that not less than $9,500,000 shall be avail- 
able for tuition, grants, and allowances in connection with a program of 


supplementary training for high school science and mathematics teachers” 
be eliminated. 

In making these recommendations, the Foundation does not propose that each 
item discussed above be restored to the specific amount requested in the Presi- 
dent’s budget. Approval of these two recommendations will enable the Founda- 
tion to conform to the spirit of the House action and the committee recom- 
mendations and will provide the balance and flexibility necessary for the devel- 


opment and conduct of well-balanced programs in all areas important to the 
national scientific effort. 


It is requested that the Foundation be granted a hearing before your sub- 
committee to discuss these matters in greater detail. 
Sincerely yours, 
(Signed) Alan T. Waterman, 
ALAN T. WATERMAN, 
Director. 
GENERAL STATEMENT 


Senator Haypen. Do you have a statement ? 

Mr. WarermMan. Yes; I do, Mr. Chairman, a brief statement. 

Mr. Chairman, and members of the committee: I would like to 
make a few brief remarks in connection with the House action on 
the Foundation’s appropriation for fiscal year 1957. 

The President’s budget proposed an appropriation of $41.3 million. 
The House reduced this to $35,915,000, a net reduction of $5,385,000. 
The budget as presented by the President provided for a well-rounded 
program directed to improving and furthering the Nation’s progress 
im science. 

Progress in science in the long run depends on three things: The 
adequacy of the supply of trained scientists both in quality and quan- 
tity; on a strong national effort in basic research; and on the avail- 
ability of necessary research facilities. I shall confine my remarks 
to these specific areas as they have been affected by the action of the 
House. 
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TRAINING OF SCIENTIFIC MANPOWER 


The first area that I wish to discuss has to do with the training of 
scientific manpower. The Nation has been aroused to the urgency of 
improving the quality of our scientific manpower as a whole, as well 
as the pressing need for increasing the numbers of scientists in some 
specialized fields of science. This urgency is well known. It is further 
attested by the comment General Sarnoff has just made. If we are 
to be successful to solving the scientific manpower problem now con- 
fronting the Nation, we must vigorously attack it on both a short- 
range and a long-range basis. By the short-range basis, I mean assur- 
ing that those able students who have already selected science as a 
career are provided with the opportunity to continue their studies; that 
the exsting supply of science teachers be provided the means for in- 
creasing their competence; that advanced students and teachers have 
the opportunity to participate in and have facilities for pursuing basic 
research. 

The long-range aspects of the problem, however, require a much 
broader approach. We must improve the quality of science teaching, 
particularly at the secondary school and college level. We must pro- 
vide teaching aids; improve the science curricula of our school ; iden- 
tify boys and girls with aptitudes for science; and find means of 
motivating more of our able students to consider careers in science 
and in science teaching. 

The very fact that it takes from 7 to 9 years of training after high 
school to produce a competent research scientist dictates the need for 


immediately beginning a forward-looking, well-rounded program. 
The Foundation’s budget request provides for just such a program, 
which we call education in the sciences. 


LIMITATION IN APPROPRIATION LANGUAGE 


The appropriation language for the Foundation, as contained in 
the independent offices appropriation bill, carries a limitation in con- 
nection with the education-in-the-sciences program which I quote: 
Provided, That of the foregoing amount not less than $9,500,000 shall be avail- 
able for tuition, grants, and allowances in connection with a program of supple- 
mentary training for high-school science and mathematics teachers. 

This is $9.5 million for high-school teachers explicitly out of the 
total of $10 million for this particular program. 

We are indeed pleased that the House has seen fit to endorse the 
high-school-teacher training program so enthusiastically. Unde- 
niably, the high-school teachers can do a great deal to stimulate stu- 
dents to enter science as a career and to prepare adequately for careers 
in science. But high-school science teachers are trained in our col- 
leges and we must, therefore, pay attention also to the problem of 
college teachers of science. We must also move ahead rapidly in such 
areas as improving aids for the teaching of science, the identification 
of aptitudes for science, and the motivation of individuals to careers 
in research and in science teaching. We dare not concentrate all of our 
efforts on training only high-school science teachers. 

The President’s budget provided $5,375,000 for all education in the 
sciences programs, of which about $3.7 million (or about 65 percent) 
was for the high-school science teacher training program. House ac- 
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tion apparently contemplates $10 million for these programs, of 
which $9.5 million (or 95 percent) would be for the high-school science 
teacher training program alone, leaving only $500,000 “for other i impor- 
tant programs, compared with the $1,800,000 proposed in the Presi- 
dent’s budget. 

Senator Macnuson (presiding). Doctor, in that particular case, 
the House upped you by approximately $5 million, but in doing that, 
they put a limitation on you that $9.5 million should be in one phase 
of this activity ¢ 

Mr. WarerMan. That is right, on the high school science teaching. 

Senator Magnuson. And they comment on the importance of the 
high-school work. But in doing that, as I understand it, then they 
knocked out, in effect—and I do not know whether they meant to or 
not—the other training # 

Mr. Waterman. That is apparently right, sir. So we are appealing 
to delete that language to permit us to achieve a better balance. Actu- 
ally, if the President’s request 

Senator Magnuson. Maybe the House might insist on you going 
ahead. with $9.5 million in the high school and agree to the addition. 

Mr. Waterman. I cannot say as to that. The President’s program 
is very well balanced as we perceived it and we would not wish to upset 
the balance. 

Senator Magnuson. I was thinking in terms of a record. 

Go ahead. 

The language is perfectly all right for the high school program. 

Mr. Waterman. If it does not unbalance the rest. 

Senator Maanuson. But it does unbalance the rest. 

Mr. Waterman. That is right. 

If the limiting language is deleted from the House bill and the 
budget request of $41.3 S million is allowed, we would plan to utilize $10 
million for the education in the sciences program. This would per- 
mit compliance with the spirit of the House action and at the same time 
would provide the necessary balance in this program. 

Senator Magnuson. It may be that it might be desirable, if the 
Hlouse feels this way, to call their attention to the college program. 
They may want to add the $1.8 million, and you would ‘still comply 
with what they wanted you to do on the high school. 

Mr. Waterman. We want to be sure that the balance is maintained 
elsewhere in the program including college teaching. I have another 
item I am just coming to which is quite critical. 

Senator Macnuson. All right. 


CONSTRUCTION OF RESEARCH FACILITIES 


Mr. Waterman. The second area to which I wish to refer represents 
a new program for the Foundation—the construction of urgently 
needed major research facilities as a means of strengthening the na- 
tional effort in basic research. In many areas of science there have 
been no major research facilities constructed since World War IT, even 
though new techniques have been discovered and even though many of 
the older facilities have become obsolescent. 

The Foundation’s budget contains an item of $7 million for support 
of the following facilities: (1) the construction of a radio astronomy 
observatory for national use; (2) preliminary studies for an optical 
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astronomical observatory for national use, using modern techniques; 

(3) procurement of small nuclear reactors and electronic digital com- 
putors for research purposes at universities (partial support). 

Senator Magnuson. That is along the lines that General Sarnoff 
was speaking. 

Mr. WarERMAN. Yes, sir. 

And (4) renovation and modernization of biological field stations. 
The House report recommends reducing the total of $7 million for these 
sorely needed facilities to $3.5 million. 


RADIO ASTRONOMY 


One of the important facility items is that for radio astronomy. 
The science of radio astronomy originated in the United States over 
20 years ago. The United States has fallen behind other nations in 
this research and today does not have a single large radio astronomy 
telescope. In the meantime other nations, recognizing the impor- 
tance of this new field, have far outstripped the United States. For 
example, major facilities are now being constructed in Australia, 
England, and Holland. The report accompanying the appropriation 
bill states : 

The budget estimate includes $7 million for such facilities and the committee 
has approved $3,500,000. This is a new program and the Foundation should 
proceed carefully so as to utilize funds to the best advantage. The committee 
does not want to specify approval as to specific projects but expects that the 
Foundation will not start a project unless it has the funds available that are 
required for it to be completed. 

The estimate for the radio astronomy facility alone was $3.5 mil- 
lion. It is now apparent that this ; amount is insufficient to build the 
facility in its entirety. This is primarily the result of two things: 
(1) some construction costs have increased by as much as 20 percent 
since the estimate was developed; and (2) the estimate was of neces- 
sity developed on the basis of a hypothetical site and allowances were 
made for less development than is turning out to be necessary. 

The Foundation feels that radio astronomy is a field of such impor- 
tance that it is indeed in the national interest that we go ahead with 
this facility. 

Senaor Magnuson. Tell us what it does. 

Mr. Waterman. Radio astronomy is a new development whereby 
we can see in the sky objects invisible to the eye, by radar and radio 
means. This was an original discovery made in this country about 
25 years ago. It was found that if a radio receiver is aimed at the 
sky, occassionally signals will be picked up. These turn out to be 
signals quite like light but on radio wave lengths. One can do these 
now with radar wavelengths, much shorter, and get similar results. 
The astronomers are getting very excited about this because they have 
discovered unknown bodies in the sky that emit no light. We can 
only see them by this “artificial eye.” 

One of the most interesting things is that the astronomers now find 
that with this device they can see “through our Milky Way and find 
out what the other half of our galaxy is like, which they cannot do 
with optical telescopes. 

The radio telescope differs from other telescopes also in the fact 
that it can see through fog and kaze, as radar does, so it does not 





382 INDEPENDENT OFFICES APPROPRIATIONS, 1957 


require the same clear visibility that we have to expect from an optical 
telescope viewpoint. 
Senator Magnuson. That would be operated as a Federal project ? 
Mr. Warerman. This would be constructed with Federal money 
and operated by an agent that we would choose. 
Senator Magnuson. Such as a university, a group or a laboratory ? 
Mr. WaTerMAN. Or some organization for that purpose. 


Senator Magnuson. But the point is we do not intend to operate 
it ourselves. 


Mr. Waterman. That is right. 

Senator Magnuson. We are furnishing the equipment and facility. 

Mr. WaterMAN. We are not allowed to operate a research facility, 
by our charter. 

Senator Magnuson. I wanted to make the point clear on the record. 

Mr. Warerman. If the $41.3 million requested in the President’s 
budget is allowed and the Foundation is permitted to begin construc- 
tion of facilities, limited only by existing statutes governing the use of 
Federal funds and the authority of a Federal agency to commit the 
Government, we will be able to proceed with the radio astronomy and 
other facilities we believe to be so urgently required. On the other 
hand, if the full appropriation is not made available and if we do not 
have ‘adequate flexibility in the use of funds, the ultimate cost of a 
facility such as that proposed for radio astronomy may undoubtedly 
be significantly more. The cost of building such a facility is continu- 
ing to increase. For example, the site must be acquired immediately 
if we expect to purchase the land at anything like a reasonable price. 
The price of land in some areas where a facility could be successfully 
established has already climbed to the point where it is out of any 
reasonable price range. 

Senator Magnuson. Where would you go, to some place like Mount 
Wilson, or a high point? 


LOCATION OF RADIO ASTRONOMY FACILITY 


Mr. Waterman. This does not require a high point, Mr. Chairman. 
It requires really a dish shaped location which 1s surrounded by low 
mountain ranges but which is reasonably level. The mountain ranges 
should not be too high. The major thing is to be completely free 
from radio and radar interference, powerlines, and radio and television 
installations. It must be free from electrical noise 

Senator Maenuson. It should be out West, then, somewhere? 

Mr. WarterMan. No, sir. We think it could be best located in the 
Appalachians. 

Senator Macnuson. Well, in mountain areas ? 

Mr. WarerMAN. Yes, sir. 

Senator Macnuson. We never think of the Appalachians as moun- 
tains where I come from. 

Mr. WarerMAN. Hills, excuse me, sir. 

The Foundation therefore requests that the full $41.3 million appro- 
priation be allowed and that the Foundation be authorized to use funds 
for the facilities program in the manner most appropriate to fulfill 
the greatest need, subject only to existing statutes and regulations 
governing such projects. 

+ 
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Senator Macnuson. So you are asking in the construction item for 
the return of all those funds, and you have set out what you intend to 
use them for, have you? 

Mr. Waterman. That is right, sir. They are the five different cate- 
gories that I have mentioned. 

Senator Magnuson. Proceed. 


NATIONAL SCIENCES POLICY STUDIES 


Mr. WarermMan. The third area to which I wish to refer is another 
item contained in the House report, and I quote: 

The budget estimate includes $800,000 for making national science policy 
studies. The committee reduced the item by $50,000 which is indeed a very 
small amount and it will expect the agency to greatly reduce this item next 
year. Many of these studies are of doubtful value and should be curtailed. 

Senator Magnuson. Did they ask you which studies were of 
doubtful detail ? 

Mr. Waterman. Not in any detail; no. 

Senator Macnuson. Are we back to the old fight of social sciences 
again ¢ 

Mr. WarermMan. No, sir. There was some discussion of a program 
which concerned economic studies concerning basic research, about 
how much these things matter in the development of our important 
production programs, and such, and that was the chief point that 
was mentioned. But it was more of a general statement, as I recall 
it. We feel that this reduction of $50 ,000 i is, of course, not serious in 
1957. We are concerned with the ‘implies ation for future years con- 
tained in the statement I just quoted from the House report. 

Programs for the advancement of science and for stimulating more 
and better training for scientists cannot be developed in an informa- 
tional vacuum. We must have the means to gather and analyze data 
pertinent to such problems if we are to make effective progress in sci- 
ence. 

The studies referred to are not studies designed solely to direct the 

programs of the National Science Foundation. They are broad-gage 
inca designed to develop the factual data necessary for making 
recommendations concerning national policies for science, especially 
the role of the Federal Government in its support. 

Ultimately, from these studies should come reports and recom- 
mendations of interest to both the Congress and the executive branch— 
reports of considerable significance to the economy, welfare, and se- 
curity of the Nation. 

The development of recommendations for a national policy for 
science is one of the primary missions of the Foundation. Those of 

ou who took a part in the early debates concerning the National 
Retin Foundation Act will well remember the emphasis given to this 
responsibility. Recently, this responsibility has further been empha- 
sized by the issuance of Executive Order No. 10521, Administration 
of Scientific Research by Agencies of the Federal Government, 1954. 

To summarize my remarks: the Foundation is requesting that its 
appropriation for 1957 be restored to the $41.8 million contained in 
the President’s budget ; that the language providing that not less than 
$9.5 million shall be available for the training for high- school science 
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teachers be deleted from the bill; and that the Foundation be per- 
mitted to use its best judgment in the support of research facilities, 
subject only to existing statutes and regulations. 

The Foundation has now reached a stage in its development where 
we believe we can carry out both wisely and well the programs pre- 
sented in the budget. The combination of these programs represents 
what we believe is a realistic approach to national progress in science. 
We are convinced that such progress is vital to the national security, 
economy, and welfare. 

Mr. Chairman, I want to introduce the chairman of our board, 
Dr. D. W. Bronk, and the vice chairman of the board, Dr. Paul Gross. 


TOTAL FELLOWSHIPS GRANTED 


Senator MacNnuson. We are glad to have you here on this very 
important matter. 

How many fellowships were there granted last year? 

Mr. WATERMAN. 785, sir. 

Senator Magnuson. Is there sufficient money for that this year? 

Mr. WarerMAN. Yes, sir. 

Senator Magnuson. You are increasing that by 100? 

Mr. Warerman. We are increasing our predoctoral fellowships 
by 95. We are also increasing both our regular postdoctoral fellow- 
ships and a new phase of that, senior postdoctoral fellowships for 
people who have been away from their Ph. D. for 10 or 15 years or so 
to spend the year in research away from their home institution. 


DIRECT GRANTS IN AID 


Senator Magnuson. Have you made any direct grants in aid at all? 

Mr. WaTeRMAN. Yes; we have. 

Senator Magnuson. What I meant was how many have you made? 

Mr. WarermMan. We are devoting $10 million to that for the present 
vear, about 800 grants for March. 

Senator Magnuson. And for 1957 you have $10 million? 

Mr. WarterRMAN. For 1956 we had $10 million. 

Senator Magnuson. What do you have for the next year? 

Mr. Warerman. With this revision by the House, we would have 
$16 million, approximately. 

Senator Magnuson. And they are mainly to laboratories and uni- 
versities; are they not? 

Mr. WarerMaAn. They are almost entirely to colleges and universi- 
ties for scientific research, unclassified research, to scientists who have 
a problem that they wish to solve, which we appraise. The money 
then goes to the institution for the man. 

Senator Magnuson. I know the procedure. How much of that 
has been medical ? 

Mr. Waterman. About half to biological and medical. 

Senator Maenuson. About half of it? 

Mr. WarTeRMAN. Yes. 

Senator Macnuson. And the rest has been for other sciences? 

Mr. Waterman. Chiefly mathematical, physical, and engineering 
sciences ; yes, sir. 

Senator Magnuson. Do you have some problem on foreing travel? 
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Mr. Waterman. The House restored the foreign travel item, sir, 
so that is in good shape. 
COMMUNICATIONS 


Senator Magnuson. So we are all right on that. We will put 
into the record a letter from Otto K. Behrens, director biochemical 
research division, the Lilly Research Laboratories, and also a letter 
from Richard A. Fayram, assistant professor, University of Cali- 
fornia. 

(The letters referred to follow:) 


THe LILLY RESEARCH LABORATORIES, 
Ext LIitty & Co., 


Indianapolis, Ind., March 8, 1956. 
Hon. Cart HAYDEN, 


Chairman, Senate Appropriations Committee, 
Senate Office Building, Washington, D. C. 

My Dear SENATOR HAYDEN: I wish to express to you my understanding of the 
importance that support be provided by the National Science Foundation for 
foreign travel for American scientists. During the past year, I had an opportu 
nity to visit a number of laboratories in England and on the Continent. The 
exchange of information that was made possible was of great value to me 
porsonally, and is of importance to the continuing progress in the field of 
national health as well as other aspects of scientific work. 

I believe that it would be unwise to deny such opportunities to American 
scientists in university and governmental positions 
availability of funds. 

Thank you for your consideration. 

Very truly yours, 


because of the lack of 


OrTto K. BEHRENS, 
Director, Biochemical Research Division. 


UNIVERSITY OF CALIFORNIA, 

DEPARTMENT OF ENGINEERING, 

Berkeley, Calif., March 16, 1956. 
Senator Cart. HAYDEN: 

Chairman of the Senate Appropriations Committee, 
Senate Office Building, Washington, D. C. 

DEAR Sir: I am a former Fulbright research scholar, recently having returned 
to regular duty on this campus from Norway. 

As chairman of the Senate Appropriations Committee, you are concerned 
with the National Science Foundation foreign travel grant appropriation by 
Congress. 

My wife and I now want to urge your committee’s full consideration and 


approval of NSF requests for foreign-travel funds for American scientists. 


Having seen and experienced the many benefits of the Fulbright program, and 
now being aware of the immense gains to the United States of such exchanges of 
scientists and engineers, we fully believe that funds invested in such programs 
are a sound, secure investment in the future of the United States 
worldwide responsibilities. 

Sincerely yours, 


and its 


RICHARD A. Fayram, Assistant Professor. 
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LETTER FROM SENATOR KEFAUVER 


Senator Maanuson. The next letter I will place into the record 
is from Senator Kefauver of Tennessee. 
(The letter referred to follows :) 


Unirep States SENATE, 
COMMITTEE ON THE JUDICIARY, 
SUBCOMMITTEE To INVESTIGATE JUVENILE DELINQUENCY, 
Washington, D. C., March 19, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Independent Offices Appropriations Subcommittee. 
United States Senate, Washington, D. C. 

Dear SENATOR MAGNuSON: I understand that your subcommittee will shortly 
be giving consideration to the fiscal year 1957 appropriation of the National 
Science Foundation. In this connection, I should like, as chairman of the Sub- 
committee To Investigate Juvenile Delinquency of the Committee on the Judi- 
ciary, to invite your attention to the recommendations of this subcommittee 
relating to the program and policies of the National Science Foundation. These 
recommendations are enclosed herewith. 

I have brought these recommendations to the personal attention of the Director 
of the Foundation and the members of the National Science Board. Their ex- 
pressions of interest in the matter have been most gratifying. I have been advised 
by the Chairman of the National Science Board that the Board will give serious 
consideration to these recommendations at an early meeting. 

However, some of the Board members, in commenting on these recommenda- 
tions, have indicated that the Foundation’s past policy of restricting itself almost 
exclusively to matters in the natural sciences stemmed in part from the fact 
that the funds allocated to the Science Foundation by the Congress have not 
been sufficient to permit an extension of its activities into the social science 
fields. I do not know how much of the funds requested by the Foundation for 
support of basic research in the sciences in fiscal year 1957 is intended for social 
science research. I am certain that it is a very modest sum, indeed, in view 
of the overwhelming needs in this area. 

I should like most respectfully to suggest that in reviewing the appropriation 
of the National Science Foundation your subcommittee be mindful of the grow- 
ing needs for deepening our fundamental understanding of human social be- 
havior and that you give favorable consideration to the National Science Founda- 
tion’s request for funds to support basic research studies in the social sciences. 

With kindest regards, I am 


Sincerely, 
Estes KeFAvuver, Chairman. 


SUBCOMMITTEE RECOMMENDATIONS ON THE NATIONAL SCIENCE FOUNDATION 


“The subcommittee recommends that the National Science Foundation consider 
the possibility of extending its activities into the social sciences. It is true 
that, so far, the National Science Foundation has restricted itself almost exclu- 
sively to matters in the physical sciences, but the pressing need for research in 
the area of nonphysical sciences suggests a change in policies. 

“The topic with which we are dealing represents a good example of why the 
Foundation should do so. To this end, the subcommittee further recommends 
that the National Science Foundation extend its work to support research in 
the crucial area of the effect of mass media on young people.” (Television and 
Juvenile Delinquency, p. 57.) 

“The subcommittee has been concerned by the lack of firm knowledge concern- 
ing the social and psychological consequences of youth employment and unem- 
ployment, as well as by the absence of sound information about youths’ career 
patterns, job satisfactions, and motivations. We need to know more, also, about 
the attitudes of employers who either give or deny job opportunities to young 
people and how these attitudes may be constructively modified. It, therefore, 
recommends that appropriate agencies and groups, including the National Science 
Foundation, the Department of Labor, and the Department of Health, Education, 
and Welfare, support basic research studies in this important area of commu- 
nity life. Research is also needed to clarify the further relationshl., to which 
reference has already been made, between school dropouts and delinquency.” 
(Youth Employment and Juvenile Delinquency, pp. 39-40.) 
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LETTER FROM SENATUR MANSFIELD 


Senator Macnuson. We have received a letter from Senator Mans- 
field on the shortage of scientists and engineers which will be inserted 
in the record at this point. 

(The letter referred to follows :) 


UnrITep States SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
April 25, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent Offices Appropriations, 
Committee on Appropriations, 
United States Senate, Washington, D. C. 

Dear Mr. CHAIRMAN: I have given a good deal of thought and consideration 
in the past year to the shortage of scientists and engineers which plagues Ameri- 
ean leaders in education, industry, and Government. In the decade from 1950 
to 1960, the Soviet Union will graduate 1,200,000 scientists and engineers, com- 
pared to 900,000 in the United States, according to official estimates. ‘This is 
only a small sampling of the voluminous material available indicating the seri 
ousness of the crisis we face. 

Considerable interest has been aroused in both Houses of Congress, but to date, 
the Federal Government has done little to help relieve the situation. As you 
know, there are a number of bills pending before Congress which would set up 
general and limited Federal scholarship programs, in addition to various other 
proposals to relieve the critical situation in future years. The necessity to in- 
crease the supply of engineers and scientists in this country is immediate. 

Private foundations and scholarship programs have greatly expanded in recent 
years, but I feel that it is the duty of the Federal Government to take the lea 
in meeting this crisis. Only the Federal Government has the resources and 
prestige to produce the new emphasis on the training of qualified young people 
in the engineering and scientific fields. 

In meeting this crisis, action must be taken at all levels, Federal, State, county 
and district. The Federal Government has available an agency with the neces- 
sary authority to put into operation an expanded scholarship program to help 
relieve the shortage. I refer to the National Science Foundation, which you 
sponsored, as authorized by the Sist Congress. The Foundation offers scholar- 
ships, within the limits of funds made available for scientific study or scientific 
work, both here in America and abroad. Since the beginning of the program, 
Foundation scholarships and fellowships have been limited to graduate work 
and specialized courses. The Foundation has not offered scholarships to under- 
graduates in our colleges, largely because of fund limitations, according to 
information at my disposal. 

If we are to increase the number of students in the fields of science, it will 
have to start in undergraduate work. It is a big step from high schoo! into 
college, and many of our capable young people do not make it hecanse of their 
inability to finance a higher education. A Federal scholarship program for 
undergraduate students in the sciences and engineering would be a major effort 
in meeting the crisis. 

I am taking the liberty of recommending to the Appropriations Committee that 
the funds for the National Science Foundation under H. R. 9739, which the subh- 
committee is now considering, be increased by $20 million, designating this 
additional money for a Federal scholarship program for undergraduate students. 
This is the most immediate way of helping to meet the crisis and we are using 
an agency which has the authority and facilities to put such a program into 
operation, with little delay. Even if this amount is allowed, it must be borne 
in mind that it will mark a beginning—not an end—to fulfilling our national 
needs. 

I ask that this proposal be given consideration at the time appropriations for 
the National Science Foundation are before the subcommittee. 

Thanking you for the opportunity to express my views on this matter, I remain 

Sincerely yours, 
MIke MANSFIELD. 
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NECESSITY FOR BALANCED PROGRAM 


Senator Maenuson. Mr. Cooper just reminded me that there was 
sent down, after our supplemental on the Geophysical Year, this re- 
port. Off the record. 

(Discussion off the record.) 

Senator Magnuson. Thank you, gentlemen. 

Do you wish to add something, Doctor ? 

Dr. Bronx. I would merely like to endorse what Dr. Waterman 
said about the necessity for a balanced program. You and I remem- 
ber in 1945 and 1946 when we were trying to get this started. I think 
you can take a lot of personal satisfaction in the remarkable progress 
that the Foundation has made in these few short years. 

I think to have an unbalanced program would be very unfortunate. 
[ am one of those who is very much concerned about the inadequate 
training and the inadequate incentive for young people in secondary 
schools to go into science. But unless we have a strong training Eto: 
gram in the institutions of higher learning, higher educ: ation, we are 
not going to have good teachers in the sec ondary schools. 

Therefore, I think that the balanced program is essential. Fur- 
thermore, unless there be adequate facilities for the doing of research, 
we are going to less and less attract people into the profession of 
science. So here again, I think we need facilities. I think it is a 
four-point program. 

Senator Magnuson. I was interested in General Sarnoft’s state- 
ment about why some people do not go into science. Possibly the 
reason, and I think I can take myself for a lot of us, was just the dead, 
cold books and figures. If you get something they can look at and 
get ahold of, it is a little different stor y- 

Dr. Bronk. That is correct. I think I would like to emphasize one 
of the critical issues that faces our country and that is how are we 
going to get adequate facilities for scientific work in our colleges, 
universities, and high schools throughout the country. 

Technology has made new means possible for doing research. The 
high se -hools and colleges of the country are using archaic, long out- 
of-date equipment. This is not the way to train people to do the job 
that they have to do. I think a four-point program is needed. 

We need national goals. We need men with brains and imagina- 
tion. We need tools with which they can work. And, finally, the 
productive capacity to use the new discoveries and knowledge. With- 
out this balanced program, I do not think our country can go forward. 

Senator Maenuson. I cannot speak for the committee, “but I must 
say I entirely agree with you. As you gentlemen know, I have worked 
with you a iong time. You cannot take these things and fence them 
in here and there. You have to have something that you can move 
toward a goal with in that manner. But the House always seems to 
want to do that. I do not know why. 

Dr. Bronx. I think they were following a very natural concern 
that we all have as to what we can do to improve the situation in our 
secondary schools. But the way to do that is not only to begin at the 
bottom, but to start at the top and work in both directions. 
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Dr. Gross. I think it is rather interesting that General Sarnoff’s 
suggestions are really incorporated in the balanced program of the 
Foundation. 

Senator Magnuson. Yes. 

It is a coincidence that he happened to be here. But I read his paper 
and it was a good one. 

Dr. Gross. The Foundation also has reactors in its program, as 
General Sarnoff mentioned. 

Senator Macnuson. Thank you very much, gentlemen. I am sorry 
to have kept you waiting, but we had a long day. 

(Thereupon, at 12:45 p. m., Friday, April 27, 1956, the committee 
recessed, to reconvene Monday, April 30, 1956, at 10 a. m.) 
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MONDAY, APRIL 30, 1956 


Untrep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met at 10 a. m., pursuant to recess, in room F-39, 
the Capitol, Hon. Everett M. Dirksen temporarily presiding. 
Present: Senators Magnuson, Robertson, Dirksen, and Potter. 


SECURITIES AND EXCHANGE COMMISSION 


STATEMENTS OF J. SINCLAIR ARMSTRONG, CHAIRMAN; HAROLD C. 
PATTERSON, COMMISSIONER ; EARL F. HASTINGS, COMMISSIONER ; 
BYRON D. WOODSIDE, DIRECTOR, DIVISION OF CORPORATION 
FINANCE; PHILIP A. LOOMIS, JR., DIRECTOR, DIVISION OF TRAD- 
ING AND EXCHANGES; RAY GARRETT, JR., DIRECTOR, DIVISION 
OF CORPORATE REGULATION; THOMAS G. MEEKER, GENERAL 
COUNSEL; JAMES C. SARGENT, REGIONAL ADMINISTRATOR, NEW 
YORK; A. K. SCHEIDENHELM, EXECUTIVE DIRECTOR; FRANK G. 
URIELL, EXECUTIVE ASSISTANT TO THE CHAIRMAN; F. BOURNE 
UPHAM III, ASSISTANT TO THE EXECUTIVE DIRECTOR; AND 
JAMES J. RIORDAN, BUDGET OFFICER 


LETTER FROM THE RENEGOTIATION BOARD 


Senator Dirksen. The committee will come to order. 

The first item on the agenda this morning is the Renegotiation 
Board. There is, however, no request for a restoration, and there will 
be no testimony on this matter except to insert the letter of the Acting 
Chairman, Mr. Coggeshall. That will be inserted into the record at 
this point. 

(The letter referred to follows:) 

THE RENEGOTIATION BOARD, 
Washington, D. C., March 6, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee for Independent Offices Appropriation Bill, 
United States Senate, Washington, D. C. 

DEAR SENATOR MAGNUSON: This will acknowledge your letter of March 2, 
1956, in which you request that I indicate any required changes in the appropria- 
tion bill for independent offices for fiscal year 1957 as reported to the House, and 
whether or not the Board desires a hearing. 

The Renegotiation Board feels that by continued economy in operations the 
expected workload can be processed under the House Committee on Appropria- 
tions recommendation of $3,675,000. However, no further reduction could be 
made without seriously delaying and impairing its program. 
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Assuming that the Senate Appropriations Committee will concur in the figure 
of $3,675,000, the Board feels that a hearing before your committee may be 
dispensed with in the public interest. However, if any further reduction is con- 
templated, I will appreciate your giving us an opportunity for further discussion. 

Respectfully yours, 
THOMAS COGGESHALL, Acting Chairman. 


LETTER FROM COMMISSION 


Senator Dirksen. We now have the Securities and Exchange Com- 
mission. We have a letter from Mr. Armstrong to the chairman in- 
dicating the proposed changes in the bill as it was approved by the 
House. The letter will be inserted at this point in the record. 

(The letter referred to follows:) 


SECURITIES AND EXCHANGE COMMISSION, 
Washington, D. C., March 8, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill for 1957, United States Senate, Washington 25, D. C. 

DEAR SENATOR MAGNUSON: This is in reply to your letter of March 2, 1956, in 
which you request information as to the changes in the independent offices appro- 
priation bill for 1957 (H. R. 9739) we believe to be necessary in the public in- 
terest. 

We respectfully request the opportunity to be heard by your committee in 
order to present in detail our reasons for believing that changes should be made 
in the bill passed yesterday by the House of Representatives. The bill provides 

5,700,000 for the salaries and expenses of the Securities and Exchange Com- 
mission, which is $49,000 less than the 1957 budget estimate submitted to the 
Congress by the President. 

The appropriation bill passed by the House of Representatives provides “not 
to exceed $750 for the purchase of newspapers”. The budget estimate requests 
that not to exceed $1,500 be available for the purchase of newspapers. Ex- 
cluded from the bill was the authority requested in the budget estimate “to pur- 
chase one passenger motor vehicle’’. 

The Commission considers that its budget estimate of $5,749,000 is the very 
minimum which will be required in 1957 to maintain effective standards under 
the Federal securities laws for the protection of the investing public and the 
detection, prevention, and prosecution of fraud in the national securities mar- 
kets. The requested appropriation provides for 84 additional positions, of 
which 34 are requested to increase the Commission’s important enforcement 
work in the field, and 21 to augment the Commission’s staff in the Division of 
Corporation Finance in order to process the considerably increased volume of 
filings relating to public financing. ‘The bill as passed by the House of Repre- 
sentatives represents a cut of $46,750 in the Commission’s personnel salary re- 
quest, which in turn represents, on the basis of the average entering salary of 
the Commission, approximately 7 people. This is a reduction of almost 10 percent 
in the Commission’s requested increase in personnel. The Commission also 
considers it necessary, in order to maintain the proper facilities for the efficient 
and effective administration of the statutes, that the limitation on the amount 
which can be spent for the purchase of newspapers be $1,500 instead of $750, 
and that it should be granted authority to exchange the present passenger car- 
rying motor vehicle, which no longer meets our needs and is becoming old and 
requires much maintenance, for a new one. 

We respectfully request that the following changes be made in the bill: 


PrRoPosEeD CHANGES, H. R. 9789, PAGE 23 
(House hearings, p. 1400) 
SECURITIES AND EXCHANGE COMMISSION 


Line 21: Strike out “$750” and insert in lieu thereof “$1,500”. 
Line 23: Insert after the words “as authorized by law;” the following: “pur- 
chase of one passenger motor vehicle ;”. 
Line 25: Strike out “$5,700,000” and insert in lieu thereof “$5,749,000.” 
Sincerely yours, 
J. SINCLAIR ARMSTRONG, Chairman, 
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GENERAL STATEMENT 


Senator Dirksen. I understand you have a prepared statement to 
present, Mr. Armstrong. 

Mr. Armstrone. Yes; I do, Senator Dirksen. 

I would start by identifying myself for the record, J. Sinclair 
Armstrong, from the State of Illinois, Chairman of the Securities and 
Exchange Commission. I am accompanied by Commissioner Harold 
P. Patterson, of Virgina, and Commissioner Earl F. Hastings, of 
Arizona. Comimssioner Adams is not present, being unavoidably 
detained at the Commission. Commissioner Orrick is in California, 
in the San Francisco regional office in connection with official Com- 
mission businness. 

We are also accompanied by various staff members. The gentleman 
on the right is Mr. Albert K. Scheidenhelm, Executive Director of 
the Commission, and on my left is Mr. James Riordan, the budget 
officer. We also have Mr. Byron D. Woodside, Director of Corpora- 
tion Finances, Mr. Philip A. Loomis, Jr., Director of Trading and 
Exchanges, and Mr. Ray Garrett, Jr., Director, Corporate Regula 
tion, and in the corner Mr. Thomas G. Meeker, General Counsel. 
Also present is my assistant, Frank G. Uriell, executive assistant to 
the Chairman, Mr. F. Bourne Upham, ITI, assistant to the Executive 
Director, and Mr. James C. Sargent, regional admiinstrator, New 
York. 

We wish to thank the subcommittee for the opportunity of being 
here today with respect to the : anrvEes lation presently proposed for 
the Commission for the 1957 fiscal ye It is an item of the Inde- 
pendent Offices approriation bill, whic . was passed by the House of 
Representatives on March 8, 1956. The House bill provides $5,700,- 
000 for the Commission, as compared with the budget estimate of 
$5,749,000, a reduction of $49,000. 


AMMENDMENTS REQUESTED 


The Commission respectfully requests that the following amend- 
ments be made in the bill: 

Proposed changes, H. R. 9739, page 24, House hearings, page 1400: 
Line 17: Strike out “$750” and insert in lieu thereof “$1,500.” That 
is a limitation on the amount of funds that may be applied for the 
purchase of newspapers and other similar material used by the Com- 
mission in its financial work. 

Line 21: Strike out “$5,700,000” and insert in lieu thereof “$5,749,- 
000.” 

Senator Dirksen. So actually you are asking for a restoration of 
$49,000 ? 

Mr. Armstrone. Yes, sir. 

Senator Dirksen. And you are asking for an increase in the limi- 
tation on the newspapers and publications? 

Mr. Armstronc. That is correct. Senator Dirksen, I would be 
glad, if it would be appropirate, and perhaps save the time of the 
subcommittee, to submit the balance of my statement for the record. 
If it would be agreeable, I would like to make some extemporaneous 
observations and take advantage of several charts that we have. 

Senator Dirksen. That will be agreeable. 

Mr. Armstrrone. I believe that will save the subcommittee’s time. 
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PREPARED STATEMENT 











Senator Dirksen. That will be fine. 
(The statement referred to follows :) 






STATEMENT OF CHAIRMAN J. SINCLAIR ARMSTRONG, SECURITIES AND EXCHANGE 
CoMMISSION, Re 1957 Bupeer Estimate (H. R. 9739) 





Mr. Chairman and members of the committee, I am J. Sinclair Armstrong 
of Illinois, Chairman of the Securities and Exchange Commission. 

I want to thank you for the opportunity of being heard today with respect 
to the appropriation presently proposed for the Commission for the 1957 fiscal 
year. It is an item of the independent offices appropriation bill, which was 
passed by the House of Representatives on March 8, 1956. The House bill 
provides $5,700,000 for the Commission, as compared with the budget estimate 
of $5,749,000, a reduction of $49,000. 

The Commission respectfully requests that the following amendments be 
made in the bill: 















PROPOSED CHANGES, H. R, 9739, PAGE 24 








(House hearings, p. 1400) 






Line 17: Strike out “$750” and insert in lieu thereof “$1,500”. 
Line 21: Strike out “$5,700,000” and insert in lieu thereof “$5,749,000”. 









JUSTIFICATIONS 





Justifications of the budget estimate have been submitted to your committee, 
and I understand that the printed testimony given at the hearings conducted 
hy the House subcommittee with respect thereto is available to you. These 
documents quite adequately explain the work required of the Commission; and 
its financial needs for the fiscal year 1957. I will not repeat the details stated 
in the justifications or shown in the printed hearings before the House subcom- 
mittee. I will try otherwise to make the point that the Commission will need 
its full budget estimate for 1957. 

The estimate of $5,749,000 was fixed after a careful study of the expected 
flow of the increasing number of registration statements and various reports 
of registered companies which are filed with us; proxy statements and the many 
heated contests with respect thereto; the exemptive offerings filed under regu- 
lation A, many of which require followup inquiries with respect to the offerings ; 
broker-dealer inspections that ought to be made in 1957; the investigations of 
fraud in the sale of securities which are necessarily a part of the enforcement 
program: the increase in legal and other proceedings in connection with the 
investigations, broker-dealer inspections, and other matters; and various duties 
which the Commission is required to perform under the Public Utility Holding 
Sompany Act, the Investment Company Act, the Investment Advisers Act, the 
Trust Indenture Act and chapter X of the Bankruptcy Act. 

The estimated incoming work and other work that is required to be done are 
generally stated in the justifications of the estimate. In many instances our 
estimate of the incoming work in the fiscal year 1957 apparently was too con- 
servative. For example: 























Registered broker-dealers 

On page 45 of the justifications, it was estimated that 4,450 broker-dealers 
would be registered on June 30, 1957. The estimate obviously is too low, because 
on March 31, 1956, there were 4,521 registered broker-dealers. On the basis of 
current economic conditions, it is now estimated that 4,700 broker-dealers will 
be registered on June 30, 1957. This involves the registration of many newly 
organized firms which are inexperienced in the securities business and conse- 
quently require very close supervision. This is done by the inspection of their 
books and records. The inspection of inexperienced firms is much more time 
consuming than the inspection of firms experienced in the securities business. 










Securities Act registration statements 

On page 20 of the justifications it is stated that an estimated 875 registra- 
tion statements, covering securities offerings for sale to the public, would be 
led in fiscal 1956. This estimate also appears to be too low. ‘There were 726 
such statements filed during the period July 1, 1955, through March 31, 1956, 
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or during the first 9 months of the 1956 fiscal year. Extending the figure of 
726 to an annual basis would yield 968 registration statements for 1956, rather 
than the 875 originally estimated. Following this trend in 1957, the total num- 
ber of statements estimated to be filed in that year should be increased from 
900 to 975. 


Stop orders and suspension orders 


Attached is a graphic chart showing the number of orders issued by the Com- 
mission authorizing stop orders or investigations in connection with registration 
statements which had become effective; and orders issued denying exemptions 
from registration under regulations A, B, and D. It will be noted that the issu- 
ance of these orders necessarily have been increasing substantially in the last 
few years because of the greater emphasis being placed on the enforcement of 
the statutory regulations that persons attempting to sell securities to the public 
must make fair disclosure to the public of financial and other matters relating 
to the security proposed to be sold. 

Stop orders issued or investigations authorized in connection with registration 
statements for the calendar years 1953, 1954, 1955, and the first 3 months of the 
1956 calendar year are as follows: 

In the calendar year 1953 there were two proceedings. 

In the calendar year 1954 there were three proceedings. 

In the calendar year 1955 there were 11 proceedings. 

In the first 3 months of the calendar year 1956 there were four proceedings. 
Extending the figure to an annual basis would make 16 for the year. 

These proceedings materially increase the work of the Division of Corpora- 
tion Finance, the executive staff, and the regional office. 


Exemptive offerings under regulations A, B, and D 


An item not specifically mentioned in the budget estimate concerns enforce- 
ment activities to suspend or deny exemption from registration under the Com- 
mission’s regulations A, B, and D. 

In the calendar years 1953, 1954, 1955, and for the first 3 months of 1956, the 
Commission took action to order such proceedings in the following number of 
eases: 2 cases in the calendar year 1953; 9 cases in the calendar year 1954; 48 
cases in the calendar year 1955; and 22 cases in the first 3 months of the calendar 
year 1956. Extending this figure to an annual basis would be 88 for the year. 

The issuance of these suspension or denial orders required a considerable 
amount of time of the examining staff and of the investigation staff of the 
regional offices and of the staff of the central office, in making investigations, 
holding hearings, and in performing other work. 

The justifications of the estimate explain the greater volume in the workload 
of the Commission resulting from the substantial increase in the volume of 
economic activities of the country, and the urgency of obtaining funds to staff 
the Commission to care for the increased workload so as to adequately protect 
the investing public; not to delay the flow of capital into expanding industries : 
and to perform as fully as possible various other functions of the Commission. 

The Commission, therefore, respectfully requests that the $49,000 by which 
the House of Representatives reduced the appropriation proposed for 1957, be 
restored. 

Newspapers 

We also ask that the limitation for the purchase of newspapers be increased 
to the original estimate of $1,500, rather than the amount of $750 in the bill 
as passed by the House. The work of the Commission now is handicapped by 
the low limitation of $500 for the purchase of newspapers in the current year’s 
appropriation, It is not possible to purchase a sufficient number of subscriptions 
to such papers as the Wall Street Journal, the New York Times, Barrons, the 
Commercial] and Financial Chronicle or some papers pullished in the mining, oil, 
gas, and utilities field. A limitation of $1,500 would meet the Commission’s 
needs. 
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SECURITIES REGISTERED WITH SEC. 
, REGISTRATION STATEMENTS FILED 


(NUMBER) 


SECURITIES REGISTERED 


(IN DOLLARS BILLIONS) 


1951 52 53 54 55 56° 1957" 


* ESTIMATED (FISCAL YEAR) 
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CERTAIN ENFORCEMENT ACTIONS 
UNDER THE SECURITIES ACT OF 1933 


(NUMBER) 


SUSPENSION 
ORDERS 


STOP ORDERS 
& INVESTIGATIONS 2/ 


1953 1954 1955 1956* 


1 SUSPENSION ORDERS - orvers DENYING EXEMPTIONS FROM REGISTRATION UNDER 
REGULATIONS A. B, AND D. ‘provision FOR SUSPENSION UNDER REGULATIONS A AND D FIRST -— 


2/ STOP ORDERS & INVESTIGATIONS - numBe_R OF REGISTRATION STATEMENTS ON 
WHICH ORDERS WERE ISSUED AUTHORIZING STOP ORDERS OR INVESTIGATIONS 


* 


ESTIMATED UPON THE BASIS OF PROCEEDINGS AND INVESTIGATIONS INITIATED DURING THE 3 MONTHS ENDED 3 / 3// 56 
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S.E.C. BROKER-DEALER 
REGISTRATION AND INSPECTION 
, BROKER-DEALER_INSPECTIONS 


(NUMBER) 


, REGISTERED BROKER-DEALERS 


(NUMBER) 


4600 
4400 


4200 


neal cameligermaipaniaenaiakanell 
1951 52 53 54 55 56 1957 


™ ESTIMATED (FISCAL YEAR) 
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GROSS NATIONAL PRODUCT 


(DOLLARS BILLIONS) 
400 


1951 52 53 £454 ~~ 1955’ 


(CALENDAR YEARS) 


* 4TH QUARTER ESTIMATED 





DEPARTMIENTAL 
AND FIELD 


ae 
a 50 33 04 55 56° 1957" 
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S.E.C, BUDGET, FEES RECEIVED, 
AND NUMBER OF PERSONNEL 


DOLLAR 
MILLIONS NUMBER 
1000 


C.BUDGET| 


~—+— SCALE 
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g | : 
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0 0 


5) S52. 53-54 56 56 95/7 


* ESTIMATED (FISCAL YEAR) 
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TREND IN WORK OF COMMISSION 


Mr. Armstronc. We have here several charts which illustrate the 
trend in the work of the Securities and Exchange Commission. The 
first chart covers the registration statements filed. Those are regis- 
tration statements that pertain to new issues of corporate securities 
sold to the public in interstate commerce, 

We have developed these charts commencing in 1951, because it 
gives a little better overall trend. These registration statements are 
examined and acted on in the Division of Corporate Finance at the 
headquarters office in Washington. 

Back in the 1951-52 fiscal year, they were running about 550 a 
year; and then in fiscal 1952-53 they went up to about 650. ‘Then 
they tapered off in 1953-54 so that they were running between 650 and 
600 per year. And then in the 1955 fiscal year, they shot up to well 
over 800. We estimated at the time we prepared this chart last 
November that the registration statements filed would run just under 
900 in the current fiscal year. 

But our projection, as will be seen from the formal statement that 
I have submitted, indicates that this is probably going to go up more, 
and may actually reach 975 in the current fiscal year. We would 
expect, if the economic activity nationwide continues, it will probably 
be over 1,000 in fiscal 1957. 


SECURITIES REGISTERED 


The next chart shows the dollar amounts of the securities registered 


under the act and covered by the registration statements that I have 
just referred to. 

Back in 1951, the dollar amount was running about $6.5 billion. It 
shot up to $9 billion in 1952. Then it was off to about $7.5 billion 
in 1953. And then it went progressively up. 

At the present time, the rate is running above $11 billion in fiscal 
1955, and we estimate that in calendar 1955 the total amount was 
$12.3 billion. We have projected this on up above $12 ’billion for 
the fiscal year 1957. 

I think it gives an indication of the enormous amount of work that 
is involved in the capital formation process, and I think it illustrates 
the importance of the work of the Division of Corporation Finance 
of our Commission. 

I might mention that we are under a 20-day statutory examination 
requirement. The act provides for a 20-day period during which our 
examination process takes lace, and we are under an obligation if 
we are to be fair and to administer our statutory duty properly, to 
have our examination work done and conpleted so that people can 
go ahead with their financing, or if we have objections based on 
misrepresentations or something of the kind, we can advise them and 
they can make the necessary corrections. 

That, I think, makes it almost mandatory that we have an adequate 
staff in numbers and in talent, a staff of lawyers, analysts, account- 
ants, and so on, so that the work can be turned out on schedule. It is 
a matter of great pride to the Commission that during this present 
year of very great activity, we have maintained our operating sched- 
ules in the Division of Corporation Finance. I think the profes- 
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sional staff is entitled to a great deal of credit for the hard work they 
have done. There has been a lot of nightwork, a lot of weekend 
work, and so on, generally uncompensated, but we have a reputation 
for getting our business done on schedule. 


ENFORCEMENT ACTIONS 


The next chart, Senator Dirksen, relates to enforcement actions 
under the Securities Act. This, again, I think, is a function of a very 
reat economic activity. The economic activity has been accompanied 
e registration statements which have not adhered in all cases to 
the standards of fair disclosure which are our duty to enforce under 
the statute. 

During the recent months, for the first time in a good many years, 
we have ‘been compelled to take advantage of the stop order and sus- 
pension power which are granted in section 8 of the Securities Act 
with respect to registration statements and section 3 (b) with respect 
to the so-called exempt offerings under regulation A. Those are the 
issues under $300,000 or less. "The first line going up in a steep pro- 
jection of the suspension orders are those we have had with respect 
to regulation A cases, and I think, as you can see, there was under 
10 during calendar year 1954 and then it has gone up very drastically 
to where I believe there were 49 suspension orders in the 1955 calendar 
year. 

Just to show the trend on these small issues, and this is a factor 
that we are facing in the so-called penny-stock boom, the uranium 
boom, and all of that, we have entered 22 suspension orders sapioat 

regulation A filings in the first 3 months of this calendar year. 
That, in turn, imposes a considerable amount of additional lniee 
visory work by the staff here in Washington, although the regulation A 
offerings themselves are processed in our field offices. 

There were about 1,350 regulation A filings in the regional offices 
in 1954, and in 1955 that figure had increased to about 1,675. Stop 
orders in the full registrations have numbered about a dozen in the 
past year. 

We have been emphasizing our enforcement activity in this area, 
because we feel that the ability of people to comply with the Securi- 
ties Act in filing registration statements for the sale of new issues and 
securities to the public has been certainly developed over 20 years of 
the administration of this law. With our present workload and staff, 
we are coming to the point where we are not able to sit down and 
nurse along a filing which, on its face, appears to make no bona fide 
effort to comply with the statute. 


REGISTRATION OF BROKER-DEALERS 


The next chart, Senator Dirksen, deals with the registration and 
inspection of broker-dealers who are required under the Securities 
and Exchange Act of 1934, to be registered with the Commission if 
they deal in interstate commerce in securities. I will indicate the 
data from the lower chart first. 

The number of registered broker-dealers has rather dramatically 
increased in recent years. Back in 1951 and 1952, it came up from 
about 3,750 up to 4,000 at the end of the year, and then in 1953 it 
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increased to just under 4,100, and in 1954 it was about 4,150, and then 
in fiscal year 1955 it shot up to a figure of about 4,450. We estimated 
that that would perhaps not continue to shoot up so drastically, and 
yet we observe that on March 31 of this calendar year, 1956, the num- 
ber of registered broker-dealers was about 4520. Our current think- 
ing is that it m: Ly go up to as high as 4,700. 

That has imposed a partic ular ly serious problem on the Commission, 
because the relative increase in the registration of brokers and dealers 
has been associated with the more speculative types of activity out in 
the west. For example, in the New York regional office, the number 
of new broker-dealers over this period has increased about 10 percent. 
But in the Denver regional office, which covers a group of a half- 
dozen States out in the mountain section, it has increased over 100 
percent. 

[ am not in any sense saying this to be critical, I do not mean to 
be, when really describing the problem that we face. A number of 
people that come into this business have been unacquainted with the 
rules of the Commission, and the statutory requirements, and the 
development of rules in relation to protec tion of the public customers. 

We have had an educational job to do in getting those people off on 
the right foot. Many of them have not been acquainted with how 
to keep books, nor are they acquainted with Regulation T, or other 
regulations. We have tried to have our inspectors in all of the new 
broker-dealer firms that have registered as promptly as possible so if 
they were getting off on the wrong foot we could let them know about 
it right away and some disc iplinary action at a later time would not 
be necessary. 

INCREASE IN INSPECTIONS PROGRAMS 


However, we have, therefore, had to increase our broker-dealer in- 
spections srieeeiins I think that is well illustrated by the trend. 

In 1951 we were running about 900 broker-dealer inspections a year. 
In connection with various limitations, including personnel, we got 
down to about 700 broker-dealer inspections at the end of 1953. Then 
we felt that it should continue on up. _It was about 800 in fiscal 1954, 
and about 850 or possibly 875 in fiscal 1955. We expect to complete 
somewhat more than 900 broker-dealer inspections this year, although 
the chart was prepared on the basis of 900 when we prepared this 
chart about the lst of November, last fall. 

We are asking, Senator, for an increase in our field force, includ- 
ing broker-dealer inspectors, which would make it possible to bring 
that figure in fiscal 1957 up into the area of 1,400 inspections. We 
think that is a very nee essary part of the enforcement work of the 
Commission. We think it is not only a part of our statutory law 
enforcement duty, but we think it is a matter of great benefit to the 
securities industry that we do get in there and do this combination of 
educational jobs on new people with the enforcement job on the 
people that are not complying with the statutory provisions and rules 
of the Commission which are intended for the protection of the public 
customers. 

The next chart is a collateral chart which we prepared merely to 
indicate that this great activity that I have mentioned in the new 
capital formation process, the registered issues, has been one of the 
accompanying factors of the tremendous increase in the gross national 
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product over these years. As you can see, the country was operating 
at a gross national product rate in 1951-52 ranging between $330 bil- 
lion up to about $350 billion, and then in 1953 it got up to about 
$375 billion. Then it was slightly down, about $ $360 billion in 1954, 
and then it shot up. 

As you gentlemen know, the projection is in the area of something 
over $400 billion gross national product rate for this calendar year. 
I believe the Department of Commerce indicated that on a fourth 
calendar quarter of 1955 projected on an annual basis, the gross 
national product was $397.5 billion. That is one of the factors in- 
volved in the tremendous amount of new capital being raised by the 
issuance of corporate securities. 

Mr. Chairman, we have next several charts relating to the activity 
that I have just described to the work of the Commission and, again, 
trending it over several years so that you may get in the sweep of the 
thing. 

In 1951, the top line being the SEC budget, the dollar figure, it 
was about $6.25 million. That trended down to about $5.75 million 
in 1952, then to $5.25 million in 1953, and just under $5 million for 
1954, and then a little above $4.75 million in 1955. 


PERSONNEL SITUATION 


In the current fiscal year, the Congress recognized the increasing 
importance of the enforcement work in this area. For the first time, 
this trend was arrested and we were given about $200,000 more than 
the previous fiscal year. Sothis current year we were operating with 
20 additional personnel over the previous year. Our present budget 
request, sir, for 1957, involves a request for an increase of $425,000 
for personnel. That, in turn, will involve, and I am slipping over 
to the red line which indicates number of personnel, an increase of 
84 people from the number of people that we have on the rolls in the 
present fiscal year. 

Now I would like to go back to the beginning and show that we had 
in the agency over 1,000 people on the rolls back in 1951, and it was 
successively redue ‘ed over the years SO that at the bottom of the trend 
it was well under 700. As a matter of fact, there was a point last 
summer when we were down to 665 people in the agency, and we were 
quite concerned about it. There were some things that we had to do 
to get through the fiscal year, such as put people out on a reimbursable 
loan basis for the final few weeks of the vear. That, of course, has 
the tendency to slow up the necessary investigative and enforcement 
work that we do. 

We were very encouraged _~ the Congress gave us the additional 
$200,000 for the present year. We would be even more encouraged 
if the Congress should give us the amount which we have requested 
for the current fiscal vear. We would have in mind that we would 
be up to about 820 at the end of the 1957 fiscal year. 

Senator Dirksen. You must have done a fairly persuasive job with 
the House Appropriations Committee. 

Mr. Armstrone. Thank you very much, Senator Dirksen. 

T think it is of interest to the committee that the taxpayer does not 
shoulder the full burden of the cost of the agency, because in the 
Securities Act there is a provision for a registration fee. Tt is one 
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one-hundredth of 1 percent of the total amount of securities to be 
offered, and then in the Securities Exchange Act there is a fee that 
bears on transactions and securities in the listed markets. 

Relatively speaking, the proportion of the total cost of the Securities 
and Exchange Commission to the taxpayers has been decreasing as, 
with the economic activity which I described a few moments ago, those 
fees have increased. For example, back in 1951, the amount of fees 
received was just over $1 million. It got up to something over $1,300,- 
000 in 1952, and then it was off again to about $114 million. At the 
present time, we are running at an annual fee rate of about $134 
million. We expect that to continue. 


RATIO OF FEES RECEIVED TO BUDGET 


In this inserted chart, we have indicated the ratio of fees received 
to the budget. Because the fees have gone up and the number of 
personnel and the dollar cost have gone down, necessarily the ratio of 
the fees received to the budget has increased. In 1951 it was about 
18 percent. At the present time it is about 35 percent. Of course, the 
fees received are not received by the Commission for expenditure. 
They are covered into the general funds of the Treasury and are not 
available for our use. But they do have a bearing on the total impact 
of the work of the Commission on the Federal budget. 

Finally, Senator Dirksen, we have a chart to show the relationshi 
of the departmental and field offices in terms of number of cael 
We have attempted, particularly in light of the various reports of the 
Appropriations Committees in connection with appropriations each 
year, to strengthen, relatively. our field work and to do our economiz- 
ing, so far as possible, in the Washington office. 

The pink insert is the departmental personnel here in Washington, 
and the purple is the field personnel. I believe you can see that dur- 
ing the long period of reduction from over 1,000 people to 675 people, 
the bulk of that reduction was done in the Washington office. Rela- 
tively speaking, the field offices were maintained in greater strength. 
I think that that has been a necessary and desirable trend, because it 
is in the field offices that our investigating work in broker-dealer in- 
spections and our regulation A filings are processed. However, it has 
meant a very serious situation with the volume of financing for the 
Corporation Finance Division, and we are requesting a considerable 
number of new personnel for that division next year. We are also 
requesting a somewhat smaller number for the Division of Trading 
and Exchanges. I will not give the figures because they are all in the 
record, in the budget estimate that we submitted. We do need some 
additional people for Division of Trading and Exchanges which has 
the review function on investigative work and enforcement work. 
We need a half-dozen more people, I believe, in the General Counsel’s 
office, which gets into the investigative work and fraud work at the 
time that those cases appear to involve the possibility of criminal 
reference to the Department of Justice, and also because we have had 
a considerable volume of litigation in the courts. 


ADDITIONAL STATISTICAL PERSONNEL 


Within the Division of Trading and Exchanges, there is included a 
request for some additional personnel in our statistical office which is 
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entirely related to and functionally part of the overall governmental 
statistical program. It happens to be the portion of the overall 
statistical program which the Office of Statistical Standards in the 
Bureau of the Budget has asked us to take on. I believe there are 
other independent agencies that may be involved in that. We have 
asked for five additional people for that work. 

Our Holding Company Act work has continued as it has in the 
past. We have just under 30 registered holding companies systems 
that will remain such. They have had a oniuiaesila volume of 
financing. There is still a few of the so-called section 11 cases which 
we are in the process of completing. There are several companies 
that are in proceedings as a result of which it is hoped by them that 
they will be permitted to change their character from holding com- 
panies to investment companies. 

Generally speaking, our work in the holding company area is fairly 
stable and we do not expect a large increase. We do expect some in- 
crease and feel we have to maintain our strength there. In the in- 
vestment company work, which is under the Division of Corporate 
Regulation, Mr. Garrett’s division, our work is increasing. We are 
starting this year for the first time a study which has been indicated 
by -the statute but for which funds were provided by the Congress 
in the present budget for the first time, a study of the size of invest- 
ment companies, a very important economic study which will probably 
take several years to complete. 

We are necessarily concerned with the importance of the invest- 
ment company work, the vehicle that investment companies provide 
for the investment of savings in this country and reinvestment of 
savings and so forth. A considerable portion of the registrations 
for new issues which I described in the first chart are for issues in 
investment companies. 

I believe, Senator, that concludes the informal observations that I 
would like to make. I think I should end by stressing what I believe 
to be the very great importance to the proper functioning of the cap- 
ital markets and, in turn, the successful development and continued 
expansion of our free enterprise system in this country, of the work 
of the Securities and Exchange Commission. 

Broadly speaking, we are engaged under statutory standards to 
seeing to it that certain basic business and financial information about 
companies in which public investments are held, are made available 
and we are engaged in the prevention and prosecution of fraud. I 
think the success of the free-enterprise system in the context of the 
very active economy in the past several years has been, at least to a 
degree, aided and helped by the work of the Securities and Exchange 
Commission. 

Thank you very much. We will all be glad to answer any questions 
that you have. 

USE OF MOTOR VEHICLES 


Senator Dirxsen. Do you maintain only a single motor vehicle in 
SEC? 

Mr. Armstrona. Yes, sir; that is correct. 

Senator Dirksen. It is rather unusual to find an agency that has 
only one automobile. 
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Mr. Armstrona. I should say, Senator Dirksen, I was thinking of 
a passenger vehicle. We also have a pickup and delivery truck which 
is used for the transportation of property. 


EFFECT OF HOUSE CUT 


Senator Dirksen. What would be the effect of the House cut of 
$49,000 ? 

Mr. Armstrrona. It would be principally in personnel, probably de- 
pending on the grades in which the people might be involved. They 
might be as high as 14. We would hope it would not be as drastic 
as 14, but would be in the neighborhood of 8. It would merely have 
the tendency to diminish the increasing broker-dealer inspection work, 
enforcement work, that we propose to do in the field offices next year. 

We would hope that the Senate would recommend that the full 
amount of the budget estimate be passed. I might say that we have 
attempted, as I believe the figures that I indicated show, to run an 
efficient, economical, and effective agency, and were it not for the 
tremendous increased activity in the markets, we naturally would 
not be under the strong compulsion to increase the enforcement work 
that we are doing, and make it possible, adequately, to process ‘the 
registration statements. 

Senator Dirksen. That was a very interesting presentation. I do 
not believe I have additional questions. We can terminate at that 
point. 

Mr. Armstrong. Thank you, Senator. 


Senator Dirksen. And the committee will give this appropriation 
careful consideration. 

Mr. Armsrrone. I believe the formal data has been presented for the 
record, Mr. Chairman. 

Thank you very much, Senator. 

Senator Drrxsen. Thank you, gentlemen. 


SELECTIVE SERVICE SYSTEM 


STATEMENTS OF MAJ. GEN. LEWIS B. HERSHEY, DIRECTOR; COL. 
WILLIAM §. ILIFF, JR., ASSISTANT TO THE DIRECTOR; AND COL. 
BERNARD T. FRANCK III, CHIEF LEGISLATIVE AND LIAISON 
OFFICER 


LETTER AND JUSTIFICATIONS 


Senator Dirksen. General Hershey, it is good to see you again. I 
have not seen you for quite a while. 

I have noticed your letter to Senator Magnuson, indicating the 
changes you wish in the appropriation. Your letter and justifications 
will be inserted in the record. 

(The letter referred to follows:) 

NATIONAL HEADQUARTERS, 
SELECTIVE SERVICE SYSTEM, 
Washington, D. C., April 5, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropria- 
tion Bill, 1957, United States Senate. 
DeAaR Mr. CHAIRMAN: I desire to call to your attention changes in H. R. 9739, 


the independent offices appropriation bill, as passed by the House, which I deem 
necessary in the public interest. 
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I am indicating below, by page and line of the Senate print of the bill as 
passed by the House, the changes which, in my opinion, are necessary to enable 
this agency to carry out the responsibilities and functions placed upon it by law: 

On page 25, line 3, change “nineteen” to read “thirty eight” 

On page 25, line 9, change figure $28,442,000 to read $29 29,050,000 ; 

On page 2, line 9-11, delete the first proviso of this section of the bill; 

On page 25, line 11, delete the italicized word “further” 

I will be very happy to appear before your subcommittee in justification of the 
changes which I have suggested above. 

Sincerely yours, 
Lewis B. HersHey, 
Director. 
SELECTIVE SERVICE SYSTEM 


JUSTIFICATION OF THE SUGGESTED CHANGES, IN H. R. 9739, FiscaL YEAR 1957 
APPROPRIATION BILL 


1. On page 25, line 3, change “nineteen” to read “thirty-eight.” 

In the appropriation for fiscal year 1956 provision was made for the first 
time since fiscal year 1950 for the purchase of passenger motor vehicles of which 
selective service operates 153. The 30 authorized this year permits the re 
placement of less than 20 percent of a 6-year-old fleet which still leaves us with 
a large proportion of the fleet in poor condition. The President’s budget in- 
cluded a request for 38 vehicles for replacement which I believe is the minimum 
number nee to best serve the public interest. 

2. On page 25, line 9, change the figure “$28,442,000” to read “$29,050,000.’ 

The effect a the change is to restore the amount in the Pr esident’ s budget. 
The cut made by the House eliminated almost entirely the amount of money 
which was allowed for the implementation of the Reserve program as required 
by Public Law 305, 84th Congress. This is a new responsibility and the amount 

requested was for a modest start in the program. 

3. On page 25, line 9-11, delete the first proviso of this sec tion of the bill. 

This language, which in effect limits the use of a stipulated amount ($20,586,000 
for fiscal year 1957) for local and appeal boards, appeared for the first time 
in the appropriation for fiscal year 1956. The inclusion of such language seri- 
ously limits the flexibility of operation of the Selective Service System. During 
the current fiscal year (1956) it has been twice necessary to come before Con- 
gress with requests for use of these reserved funds for other purposes. In each 
instance this could have been administratively handled without resorting to 
supplemental appropriations if it were not for this restriction. 

Another difficulty in operating with such a restriction is emphasized by the 
very high level of decentralization achieved in the selective service administra- 
tion: viz: The necessity of having funds available in 57 separate places. When 
such a restriction is put on it is necessary to double the reserves and have 114 
funds in 57 places. A certain amount of change is necessary in cash register and 
limitation funds double the number of cash registers. It requires a larger appro- 
priation to give the same service even though the expenditure is no larger. 

4. On page 25, line 11, delete the italicized word “further”. 

In order to conform with change No. 3. 

I believe it is necessary in the public interest that the funds cut by the House 
be restored and that the restrictive language on the use of the large bulk of the 
selective service appropriation be deleted. The reduced amount in the House 
bill is the same as ee for fiscal year 1956. Two laws: The Career 
Incentive Act of 1955 (Public Law 20, 84th Cong.) and Federal Employees Sal- 
ary Increase Act of 1955 (Public Law 94, 84th Cong.) added a substantial amount 
to the costs of operations of selective service but were enacted at such a late 
date that consideration could not be given to them in making our appropriation. 
Both of these acts affect the cost of national and State headquarters. Yet the 
appropriation bill as passed by the House reserved for local-board use a figure 
$129,750 higher than the amount ultimately reserved in fiscal year 1956. Thus 
in spite of increased unit costs by reason of changes in the law and additional 
responsibility due to the reserve bill, State and national headquarters have 
sustained a cut. 

HOUSE ACTION 


Senator Dirksen. I notice from the summary sheets that the House 
has reduced your estimates by $608,000, although your 1957 estimate 
was substantially above the appropriation for 1956, and the bill as 
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reported by the House carries an amount which is $1,226,000 over the 
1956 appropriation. 

General Hrersuey. Not exactly, sir. 

(The following was later submitted :) 

The $1,226,000 was the amount of fiscal year 1955 funds which were reappro- 
priated and made available for this year fiscal 1956. The total amount appro- 
priated for fiscal year 1956 therefore was $28,442,000, which included the 
$1,226,000 reappropriated from 1955 fiscal year, making the 1956 total amount 
the same as provided in the House bill for 1957. 

Senator Dirksen. So you are here this morning hoping that in the 
charity and wisdom of this committee the $608,000 might be restored ? 

General Hersuey. Well, we have that, primarily, and, of course, we 
also have a problem with the distribution of it, because they have, by 
the restriction on the language, not only reduced us from what we had 
approved by the President, but they have reduced us about $130,000 in 
our State and national headquarters from what we had this year by 
putting more of what we got in the local boards. 

While no one is a more serious champion of the local boards than I 
am, the scientific and engineering problems that we have in connection 
with the operation of the law does load more work on our State head- 
quarters and national headquarters because they have to do all the 
preliminary work submitted to the local boards. So the money we 
asked for was to get some automobiles and to also implement the 
duties which the 1955 act or the Reserve placed on us on Standby 
Reserves. 

We were allowed $800,000, but we lost $600,000 of it. In addition to 
that, by the way, the language is we lost mobility in the amount of 


$130,000 more in the most sensitive place we could get it. That, ina 
nutshell, is what we are up against. 


SCIENTIFIC COMMITTEE EXPENSES 


You know, in your State, local boards are fine, but we need scientific 
committees which operate under State headquarters. They do not get 
paid, but what little money they require to move them around has to 
come out of State headquarters. 

Senator Dirksen. I can speak of knowledge, General Hershey, when 
I say that your State committees have been very constrained, and on 
the other hand very emphatic, also, in indicating in an informal way, 
because I know them very well, some of the handicaps under which 
they operate. 

General HersHey. It never was until 1956 that those restrictions 
were placed on. They were placed on by the House. We have always 
been rather proud of the fact that many, many times we have turned 
back money. We have never felt that we had to spend money if we 
did not need it. But when you begin to channel it into certain areas 
so that no matter what hapepns we cannot spend it elsewhere, it does 
restrict our operations. We think the Congress, in the passage of the 
Reserve Act, expected us to do something about the Standby Reserve. 
We are down to the place where there is only about $200,000 left, and 
that cannot be used because it is not in the place where we have to do our 
work anyway. Thatis about what we are up against. 

Senator Dirxsen _ I notice in the House report they speak of having 
earmarked in the bill in previous years. 
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General Hersuery. Last year was the first year. And last year, the 
Senate went along with us originally on removing the language, but 
in conference we lost. That was the first time that we had ever had a 
restriction placed definitely on where we were going to spend the 
money. I have all the sympathy in the werld for the local boards, 
and I do understand how the Congress would have more sympath 
with the local boards than with State headquarters and national Snead. 
quarters, but then the Congress exhibited confidence in the State 
headquarters and national headquarters by putting the responsibility 
on them of monitoring perhaps 3 or 4 million standby reservists as 
soon as the Armed Forces screen them out tous. It is going to be more 
difficult looking after them than the others because those fellows have 
had service, and they will feel like they have done their bit. 

The Congress told us that we have to declare them available or 
unavailable and keep it current. 


INDUCTION RATE 


Senator Dirksen. Your induction rate is rather on the low side, I 
understand. 

General Hersuey. Yes. Of course, it is gong to be higher next year, 
or at least that is the indication. Even though it is once and a-half 
or twice as high next year, our induction rate is not the thing that we 
are concerned with. 

STANDBY RESERVISTS 


The thing we are concerned with is trying to keep track of stand- 
by reservists that may come into the millions under a new responsibility 
we never had before. Certainly we did not ask for it, but we have 
it. 

Senator Dirxsen. That is a job you have under the Reserve Act? 

General HersHey. Yes, and this is the first year we have ever had 
it. The Armed Forces have not gotten very much done so far, but 
during the next 12 months after July 1, we have possibilities. We 
made our estimate on 250,000, and there will sashabhy be 4 times 
that. We were very conservative with our 250,000 on which we justi- 
fied our $800,000. 

Senator Dimksen. Of course your problem, General, is not unlike 
that represented to me by the general manager of a canning plant, 
to whom I was addressing some questions. He said, “Do you know 
that if we were to can only water in this plant, it would cost 6 cents 
a can to can it?” So you have an overhead cost there in maintaining 
your facilities. 

General Hersury. Yes. I would be glad to give you the rough 

estimates. We made quite a study a year ago. Believe it or not 
about 8 percent is all of our money that goes for the actual physical 
examination and induction of our registrants. As you voubldames 
about 40 percent goes for classification. Fourteen percent goes for 
our administration and its overhead, and, believe it or not, 14 percent 
goes to answering questions that come from the public. 
- But we just cannot live if we do not furnish every bit of informa- 
tion. Part of our job is to try to keep the public aware of what we 
are doing. Twice as much, almost, is what we do as informational 
as it is in actually inducting people. 
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We do spend about 14 percent of our time registering people, and 
that is a constant figure if we do not induct anyone. Our fixed costs 
are above 90 percent. The call or not call is only involved in some- 
what less than 10 percent of it. As you say about canning water, 
we do have constant costs. 


PHYSICALLY UNFIT DRAFTEES 


Senator Dirksen. General, I remember some years ago hearing 
from you about the general picture as far as the physically unfit were 
concerned who show up in the general selection. Has there been any 
change in the percentage figures ? 

General HersHry. Yes. Obviously, for the worst, and there is 
nothing you can do about it. If you are only using a ‘fraction, there 
is no use in selling the last bit, there is nobody that is going to buy 
them. We are running now up to two and a quarter million rejectees, 
most of.them under 26. 

Senator DirKsEN. Over a period of how long? 

General Hersuery. Since 1950. 

Senator Dirksen. And mostly broken down into what categories, 
physical and mental ? 

General Hersury. Both. We feel that a round 40 percent of them 
have been rejected on so-called intellectual or mental. That is, mental 
in the sense of intellectual, not emotional. 

Senator Dirksen. And 40 percent of two and a quarter million is 
that figure? 

General Hersury. Yes. 

Senator Dirxsen. And then the other 60 percent on physical ? 

General Hersney. Yes, physical or emotional. You have, prob- 
ably, 20 percent of the total that you could not induct. I think if 
we got in an all-out fight we would have to make 60 percent in any 
kind of a mobilization, I would think, and we might be driven to take 
80 percent of the unfit ones. It is very unfortunate to have them all 
going in at the same time, but it is one of those things. You cannot ask 
the forces to take people now, when they have so many good ones they 
cannot take, to take the lesser ones. 

Senator Drexsen. That is certainly not a very happy thing, is it? 

General Hersney. It certainly is not. It is an over-all weakness in 
our manpower resources, because if we started mobilizing, we would 
have a disproportionate number of the less fit that would have to go. 
You know, years ago, you used to go down and snitch a little cream 
off the crock, but ‘they never got as much when they skimmed it 
after you had taken some off. We have been skimming off cream and 
the quality of the milk has gone down. As long as you keep taking 
the cream off it will keep going down. 

Senator Dirksen. That is a problem that really invites national 
attention. 

General Hersney. It certainly does. 

Senator Dirksen. In the greatest, freest, wealthiest country in the 
world, where nearly ev erything i is available, that kind of a condition 
should not be permitted to exist. 

General Hersuey. I am afraid it is one of the odd things of the 
world, that the people who have very little to eat are undernourished 
and, therefore, not fit, but those people who have too much get soft. 
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I think it has been history all along that people always come down 
from the hills who do not have much and chased the people in the 
valleys out because they had gotten to the point where they were 
not any longer physically able to hang on to what their forefathers 
had physically taken. 

Senator Dirksen. So between the segment trying to avoid calories 
and those trying to get calories, we have to find a medium. 

General HersHery. The golden mean. Well, sir, I do not want to 
take up the time of the committee, but that is our problem. 


INDUCTION OF FATHERS 


Senator Dirxsen. I think Senator Bricker was pursuing with you 
the question of induction of fathers. Where has that been left? 

General Hersney. The fathers who were over 26 are in category 3. 
They are all I-A, but they are category 3. The ones who are under 
26 are in category 2, and we have somewhere near a million in cate- 
gory 1. It does not make much difference whether you are in 2 or 
3, as long as there is a million in 1. They are in I-A and they will 
have to serve if our needs ever get to the place there where they exceed 
category 1 people. But, for all practical purposes, at the present time 
we are not taking fathers. 

Senator Dirksen. It is not particularly necessary to take them at 
this point ? 

General Hersney. Well, we could not justify it by necessity when 
we have many more who are not. Of course that is a movable group. 
Some are not today but are tomorrow. But they always have been 
that way. We have to have a different situation than we are in now 
before we are inducting the fathers. It has to be materially different. 
We have done it by categorizing rather than by reclassification. Well, 
as a matter of fact, there has been quite a little reclassification. 
After all, the boards use their own judgment at times, and then when 
times are a little soft, the softer boards will tend to react to it. The 
hard boards may not. 

Senator Dirksen. Of course, it diminishes the whole area of pro- 
tests, because normally the protests that reach the desks of the Mem- 
bers of the House and Senate are those where a hardship is involved 
because of the family question. I am glad to hear you say this. 

General Hersuey. There is no use talking about equity, but as a 
company commander I could have more trouble with one father than 
a dozen others, and as a Red Cross chairman in Montgomery County, 
my home service people spend more time on some fathers in the service 
than they do with any other 20 that are in the county. We are always 
getting letters, always worrying about someone that has dependents at 
home or they want to get them home, or they are home and want to 
get them there, or something. 

Senator Dirksen. Of course, when that situation develops, the orbit 
of people who take an interest in it is very material, because you then 
will have the minister and the neighbors and the rest of the family on 
your hands. 

General Hersuey. There is no question about that. I think the mail 
since last August, when we first started to make the move that ended 
in February, I think at least our mail, and congressional, too, speaks 
for that. 
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Senator Dirksen. I can only testify from my own experience, but 
I believe there has been a sharp diminution in the number of protest 
cases. There were times when there were protests against the local 
board and the local appeals officers, and those would then go to the 
State director. But I think the number has sharply decreased, if my 
own experience is any criteria. 

General Hersuey. I am sure that is true generally. 

Senator Dirksen. Is there any other thing you want to tell 
about ? 

General Hersuey. No, sir. 

I do not want to leave any impression that Selective Service is going 
to close. I suppose we will just have to get more people to work for 
nothing, if we do not get the money. We thought we were about 
irreducible. We are going to have to do something : about this Standby 
Reserve. I do not know for sure where we are going to get the money 
to do it, because a great many of these Standby reservists are going to 
be men who have skills and who have scientific achievements. We 
are going to have to ask the State boards that we have appointed, the 
men who work for nothing. It is a little rough to ask them to travel 
for nothing and yet to work for nothing. The money we are losing is 
in the State and national headquarters. There was a time when we 
had bad years in the State, if we had money elsewhere, it would be 
one thing. But this year we have had to come to Congress twice. 
Every time Congress has had legislation that affected our members, 


we had no flexibility. In fact, before we got the other appropriation 
bill, it had to be changed last fall in order to take care of some of the 
promotions that Congress has made. 

Those things cost a great deal more. We are not going to spend 
money foolishly. 


MEMBERSHIP OF LOCAL BOARDS 


Senator Dirksen. How much of a shift, General, has there been in 
the membership of the local boards? 

General Hersuey. Not nearly as much as I would think. They are 
persistent people. 

Senator Dirksen. Your emphasis was, of course, in the first in- 
stance, on procuring people who served in World War I, if possible, 
to serve on those boards. I see by the eee of the Bradley com- 
mittee that the average age of World War I veterans today is 61. I 
would assume that this age factor climbs up and there would be a dis- 
position on the part of some of them, who have served over a period 
of years, to let someone else serve. 

General Hrersuey. They do, but they do not leave. They are hang- 
ing on a lot more than I expected. I saw most of the local board 
members in South Carolina last Friday, and there were a dozen or 
more of them who were World War II ‘boys. But there are some of 
them that might have been in the Spanish-American War. 

Senator Dirksen. How many boards are there now? 

General Hersuey. About 4,000. 

Senator Dirksen. There has been some consolidation ? 

General Hersuey. Yes. We had 6,600 during the war. 
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Senator Dirksen. So one board will serve a couple of small 
counties ? 

General Hersuey. Yes. Some of the local boards have over 20,000 
registrants. 
TOTAL MEMBERSHIP OF BOARDS 





Senator Dirksen. What is the total membership of all boards? 
Colonel Ixtrr. It is around 20,000 in membership. 
General Hersnrey. That is merely the members. That does not 

include the Government appeal agents, does not include the doctors, 

the dentists, or the advisory board of registrants. 









TOTAL COMPENSATED FIELD PERSONNEL 







Senator Dirksen. What is the total number of compensated field 
personnel, and that would be the clerks of the board, in the State 
offices ? 

Colonel Lutrr. In the local boards, it runs something under 5,000. 

Senator Dirksen. Under 5,000? 

Colonel Inirr. Yes. 

General Hersizy. That gives us about 1.2 clerks per local board. 
Of course not all of these local board clerks are working every day 
in the week. I saw on Saturday in Tennessee the number of people 
that were part- -time and they had a dozen or 15 part-time clerks, 
hired 2 or 3 clay a week. It is a little difficult to find someone who 
will work part time. But that is one of the ways that we save money. 

In small towns, you see, unfortunately, when you work part time 
you work full time. In a small town, when they want you, they 
te lephone ; you and tell you to come down. 

Senator Dirksen. Do my distinguished associates have any ques- 
tions on the question of Selective Service? 

Senator Roserrson. Mr. Chairman, I think they have explained it 
rather satisfactorily. 

Senator Dirksen. General, I expect you have developed your whole 
story. 

General Hersney. Thank you. 

Senator Dirksen. Thank you for coming. 

























ADMINISTRATION 


STATEMENT OF HON. MILTON R. YOUNG, A UNITED STATES 
SENATOR FROM THE STATE OF NORTH DAKOTA 


VETERANS’ 





PREPARED STATEMENT 








Senator Drrxsen. The next item before us is the Veterans’ Ad- 
ministration. 

I believe, Senator Young, you have a statement that you would 
like to present at this time? 

Senator Youne. If I may, I would like to file the statement and 
briefly highlight it. 
Senator Dirksen. V ery well. 
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(The statement referred to follows:) 


STATEMENT JUSTIFYING NEED FOR ADDITIONAL HOUSING AT THE VETERANS’ ADMIN- 
ISTRATION HospiraL at MINot, N. DAK., BY SENATOR MILTON R. YOUNG 


Mr. Chairman, let me first express my appreciation for this opportunity to 
appear here this morning and discuss briefly a matter in which I am deeply in- 
terested. It concerns the need for additional housing facilities at the Veterans’ 
Administration hospital in Minot, N. Dak. 

The John Moses Veterans’ Memorial Hospital at Minot was officially dedicated 
on June 11, 1950. Constructed at a cost of approximately $4 million, it is de- 
signed to provide accommodations for 162 patients. During the first 5 years of 
its operation, the hospital was beset by a very serious shortage of qualitied medi- 
cal personnel. It never operated more than 2 of its 4 wards, because of this 
problem. The situation became so acute that the Veterans’ Administration 
issued an order June 15, 1955, closing the hospital effective June 30, 1955. The 
Veterans’ Administration admitted the need for the facility but stated it was im- 
possible to staff the hospital to provide suitable standards of patient care. 

On June 29, 1955, the Congress ordered the Veterans’ Administration to con- 
tinue operation of the hospital. Since that low point of last summer, the hospital, 
under the administrative direction of James Haile, has been making exceptionally 
fine progress. At the time of his arrival, the medical staff consisted of but 1 
full-time doctor, the patient load was down to 12 and the institution was operating 
under a Veterans’ Administration directive that only one 40-bed ward be utilized. 

In the period of the next 3 months, the situation at the hospital improved 
immeasurably. The services of a second and then a third full-time physician 
were acquired. The part-time services of local physicians were utilized. The 
patient load shot up to nearly 50, and permission was asked and granted for the 
operation of a second ward. This brought to 89 the number of beds available— 
the most since the hospital was opened in 1950. 

In January of this year all the beds in 2 wards were occupied, with 29 patients 
on the waiting list. Veterans’ Administrator H. V. Higley stated to me in a letter 
dated February 14, 1956, that “recruitinent of additional physicians continues to 
be a major problem at Minot.” He indicated that if additional personnel can be 
obtained and the increased patient demand persists, consideration will be given 
to opening additional wards. 

In a letter to me of February 21, Manager James Haile stated, ‘““‘We are con- 
tinually trying to recruit additional physicians.” About 3 weeks earlier he 
stated it was his belief that more suitable housing units would assist in the re- 
cruitment of physicians. 

The great difficulty in securing doctors at Minot is primarily the lack of suit- 
able housing facilities at reasonable rentals for physicians and their families. 
The rapid growth and expansion of the city in the postwar era has caused rentals 
to greatly exceed the cost of comparable housing in other localities where Vet- 
erans’ Administration hospitals are located. 

It appears this adverse housing condition will prevail for some years to come, 
because of continued growth in the area. 

A developing oil industry, a $6 million expansion of important rail facilities 
and increased business activity all figure in this housing shortage. 

But the primary reason is the construction of a large airbase at Minot. 
Funds for the project have been appropriated and construction has started. 
The airbase will bring in about 4,500 service people and their families. In addi- 
tion, bases are being built at Glasgow, Mont., and Grand Forks, N. Dak., to the 
east and west of Minot. There is a radar station in Minot, and others are 
planned in the general area. 

In hearings at Minot last June, the then commander of the 29th Air Division, 
under whose jurisdiction the Minot airbase fell, Brig. Gen. James O. Guthrie, 
stated and I quote: “I would like to see participation by the Air Foree and 
the Department of Defense in this hospital to build up the patient load so that 
it would be worthwhile to keep it open.” 

General Guthrie noted that if Air Force patients could not be cared for at 
the Veterans’ Administration hospital, they would have to be cared for by local 
hospitals and local doctors, or with part of them most likely being transported 
to Great Falls or to Parks Air Field Base in California. This certainly indi- 
cates the interest of the Air Force in utilizing these splendid Veterans’ Admin- 
istration facilities. 
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I believe it is obvious from this brief outline that the hospital is performing 
a vital function in the Minot area, and in the months to come the demand for 
care probably will exceed the capacity of the hospital. 

The cost per patient here compares favorably with hospitals of the same size 
in surrounding areas. 

It is located in the center of North Dakota where the veterans population is in 
excess of 7,000. 

Two railroads, three United States highways, one airline, and two buslines 
make the city easily accessible from all points. 

The Veterans’ Administration informed me in a letter that they believe the 
two-family duplex-style building is a very satisfactory type of structure for their 
hospital installations. This type of building was recently completed at the 
Fargo, N. Dak., Veterans’ Hospital, costing approximately $43,000. 

I believe two of these units at Minot would substantially solve the housing 
shortage there. If that major roadblock is removed, thus insuring the acquisi- 
tion of needed medical personnel, there will be no doubt about the continuing 
growth and success of the Minot hospital. 

It will be able to provide badly needed service to veterans and servicemen in 
the area, justify the huge original investment, and fulfill its basic purpose 
efficiently and economically. 

May I thank you, Mr. Chairman and the members of the committee, for allow- 
ing me your time and attention to express my views on this problem. 


JOHN MOSES HOSPITAL, MINOT, N. DAK. 


Senator Youne. My statement concerns the John Moses Veterans’ 
Hospital at Minot, N. Dak. This comparatively new hospital was 
completed in 1950 at a cost of about $4 million. However, its 162-bed 
capacity was never more than one-half utilized largely because of a 


shortage of doctors. 

Senator Dirksen. Mr. Higley, Senator Young is inserting a state- 
ment into the record with respect to the facility at Minot, N. Dak., and 
is presently highlighting the statement. I thought probably you 
would like to hear the statement that Senator Y oung makes. 

Senator YounG I am very happy to have Mr. Higley here. He 
has been instrumental in helping us keep this hospital open. 

Last vear the situation at the hospital became quite desperate. The 
patient load dropped down to a mere 12 and there was only 1 full-time 
doctor on the staff. Asa result, on June 15 of last year, the hospital 
was ordered closed. The action was taken, I think, almost entirely 
because of the shortage of doctors. It was conceded by the Veterans’ 
Administration that there was a need for the Minot’ hospital; that 
there were enough patients in that area, and that the cost per patient 
compared favor ably with other hospitals in the area. However, the 
hospital just couldn’t maintain a medical staff. 

We had quite a controversy last year over the closing of this hos- 
pital. I finally went to the Armed Services Appropriations Commit- 
tee and obtained language in the report ordering the Veterans’ 
Administration to keep the hospital open. 

Mr. Higley did not know how it could be done because of the shortage 
of doctors. I finally suggested that a new manager might help the 
situation. At that time, the one full-time physician was also han- 
dling all the administrative duties. Under those circumstances I did 
not think he could be the best kind of a manager. He was transferred 
to another hospital and is no doubt doing a good job. The new man- 
ager assigned to Minot by Mr. Higley has done remarkably well in 
reestablishing the hospital. He now has three full-time physicians 
on his staff and I believe he is about to get a fourth. 
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The Veterans’ Administration has authorized the operation of 2 
wards of 40 beds each. Those have been filled to capacity for several 
months. Early this year there were 89 patients admitted and 20 to 
30 on the waiting list. I understand that another ward may be 
authorized if the hospital is able to secure additional doctors. I may 
say also that largely because of the action of last year the local doc- 
tors have taken a hand in helping the Veterans’ Administration. 
They have done a very good job, too. 

I think the city of Minot has been more conscious of the problem of 
keeping the hospital open and has helped more than in the past. 

Mr. Chairman, the Air Force is now installing in the Minot area, 
a new jet airbase. They will have 4,500 per sonnel located there, : along 
with their families. That is a sizable number of people to put into 
a community the size of Minot, where normal paaistattin is about 
25,000. 

General Guthrie, who was commander of the Great Falls, Mont., 
\irbase, and who also had the base at Minot, expressed the desirability 
of utilizing the veterans hospital at Minot for Air Force requirements. 
When the jet airbase becomes operative, the hospital could just as well 
be taking care of a number of the patients from the airbase. If they 
are not treated at the Minot VA hospital, they have to be trans- 
ferred either to the Great Falls Airbase or to Parks Airbase in Cali- 
fornia. 

My main purpose in appearing here is to get a small appropriation 
of $86,000 to construct suitable housing for the doctors. That is one 
of the main problems in keeping doctors at Minot. Many of them, 
and a lot of other folks, like to go to the sunny climate of California 
and similar places. And, salaries for doctors have not been too high 
in the Veterans’ Administration. 

In order to get doctors in areas like ours, we have to perhaps grant 
them a little more than in some other locals. According to my 
information, much of our problem at Minot could be solved if an 
amount is made available for housing. 

Some 3 years ago, this committee approved my request for about 
$150,000 for doctors’ quarters at the veterans’ hospital at Fargo. Up 
to that time, we had quite a problem in keeping doctors at that hos- 
pital. We have had practically no trouble since that time. 

Mr. Chairman, and members of the committee, because of the new 
jet airbase at Minot, housing is going to be much more difficult than 
it has been in the past. There will be a continual problem of keeping 
‘loctors there unless we do a few extra things to help them. I think 
*86,000 for 2 housing units would do more to help that hospital than 
any other one thing | I can think of. I hope the committee will find 
it possible to approve this request. 

Senator Dirksen. Senator Young, I can speak only for myself, but 
I can assure you, I believe, that the committee will give this the most 

careful and sympathetic consideration. I believe we appreciate the 
values that are involved. 

Senator Dirksen. I notice the presence of Colonel Teague, from the 


House. The Chair recognizes Colonel Teague, of the House Veter- 
ans’ Affairs Committee. 
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VETERANS’ ADMINISTRATION 


STATEMENT OF HON. OLIN E. TEAGUE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF TEXAS, AND CHAIRMAN OF THE 
HOUSE COMMITTEE ON VETERANS’ AFFAIRS 


HOUSING FOR MINOT HOSPITAL 


Representative Tracvr. I have a small amendment I would like to 
suggest, Mr. Chairman, for your appropriations bill. 

Senator Younc. Could I add one little thing first ? 

Representative Teacur. Certainly. 

Senator Youne. You may want to put language in the report mak- 
ing it possible for the hospital there to utilize some housing at Garri- 
son Dam if they saw fit. Garrison Dam is about an and there 
is a tremendous amount of good housing there. I do not know 
whether any of that could be moved to the Minot Hospital or not. 
It is about 40 miles away. There are many good houses there, and 
if it were possible for them to utilize that housing, I think it should 
be done. 

Thank you, Congressman. 


FUNDS FOR MANILA HOSPITAL 


Representative TEacur. Senator, the 80th Congress provided for 
building a veterans’ hospital in the Philippines to take care of service- 
connected disabled veterans. Then it further provided for a certain 


umount of money to get this hospital into operation. _For example, 
this year it prov ides for $2.5 million, for the next year $2 million, for 
the next year $1 million, and for the next year $1 ynillion. This hos- 
pital was dedicated last November and it was my pleasure to be with 
Mr. Higley at that dedication. 

The problem I am getting at is the fact that the Filipinos are trying 
to be sure of the fact that they will spend $2.5 million this year. I do 
not think they will need $2.5 million, but could get by for consider- 
ably less. 

This amendment would provide for lumping the money together. 
In other words, if they did not need that money his year, it ‘would still 
be available, but it would give them the chance to have that money 
available until expended. “This problem has troubled me for some 
time, and I know it has Mr. Higley. 

Just this morning I asked him what he thought about it, and he 
is not quite ready to say yes or no. I have talked to the chairman 
of the subcommittee over in the House and he thinks it is a good idea. 

I would like to leave this for the consideration of the subcommittee. 
I think what they decide will help our program over there if that type 
of language was written into the appropriation. 


PREPARED STATEMENT 


Senator Dirksen. Very well. We will insert your statement into 
the record at this point. 

(The statement referred to follows :) 

Public Law 865 of the 80th Congress provided authorization of $22,500,000 


for the construction and equipping of a hospital in the Republic of the Philippines 
to provide medical care and treatment for those veterans who served in the 
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organized military forces of the Commonwealth of the Philippines while such 
forces were in the service of the United States, pursuant to the military order 
of the President dated July 26, 1941. 

Under the authority above cited, a hospital has been built and is now operating 
in Manila and it was my privilege to be present at the dedication ceremonies last 
year. It was a fine act on the part of our Government and one which has 
reflected much credit upon us throughout the islands. Perhaps I should empha- 
size here that the beneficiaries of this provision are service-connected disabled 
veterans who served in the forces indicated above. 

This same act authorized $3,285,000 for expenses incident to hospitalization, 
this sum not to be exceeded for any one fiscal year. 

Public Law 421 of the 83d Congress amended this later restriction by pro- 
viding that for any year prior to 1955 it should not exceed $3,285,000, for 1955 
$3 million, for 1956 $2,500,000, for 1957 $2 million, for 1958 $1,500,000, and for 
1959 $1 million. 

As you know, the appropriation bill which passed the House earlier this 
session provided $2 million for 1957. The purpose of my amendment is to lump 
this amount with the amounts authorized for 1958 and 1959 into one sum and 
to permit them to remain available until expended. I believe that this will be 
advantageous for all parties and will certainly provide for better administration. 


AMENDMENT TO H,. R, 9739 


Page 30, line 15, strike out 2,000,000” and insert in lieu thereof “4,500,000, 
which may be expended without regard to the annual limitations as to funds 
of the proviso in section 4 of such Act of July 1, 1948, as amended, and to remain 
available until expended.” 


UNIQUE STATUS OF PHILIPPINE HOSPITAL 


Senator Rozerrson. In sponsoring legislation for the construction, 
maintenance, and operation of a hospital in an independent nation, did 
the House committee know of any similar incidents in which one 
nation builds a hospital and operates a hospital in another nation ? 

Representative Teacur. No, sir. I do not believe there is any other 
such case. 

Senator Roserrson. I recently attended a meeting of the Inter- 
parliamentary Union in Dubrovnik, on the Adrian coast of Yugo- 
slavia. There were 33 nations represented there. Nearly all are 
critical of the foreign aid program of our country. Communistic 
delegates warned everybody to beware of our aid because political 
strings were tied to it. 

I wonder why it is that we cannot let the people of the Orient, and 
especially those in southeast Asia, know either through the Voice of 
America or somewhere that we are spending this much money on a 
hospital in an independent nation, an absolutely independent nation. 

Representative Teague. I wish you could have heard President 
Magsaysay’s acceptance speech of this hospital. It was wonderful. 

Senator Dirksen. I presume one might say, Colonel, that the Philip- 
pine situation is quite different from any other relationship between 
independent countries. In the first place, their independence did not 
become effective until the 4th day of July 1946, if I recall. If I am 
in error, I ought to be corrected. 

Senator Ropserrson. I think, sir, you are. We continued, shortly 
after granting them the independence in 1935, and I was there for the 
inauguration ‘of President Quezon, for 20 years practically from trade 
relations with us. That bill is due to be extended by the Congress this 
year. But they have complete independence. There is a sort of 
father-child relationship there that exists because we took over the 
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Philipines from Spain after the end of the Spanish-American War, 
and administered them until we were satisfied that they were ready 
for independence. 

I served on the committee in 1934 that put through the independence 
bill, and I accepted the invitation for members of that committee to 
go out there and see the program made an accomplished fact. But 
they are just as independent as a nation can be, as far as the legal 
status 1s concerned. 

Senator Dirksen. The point I make, Senator, is that officially the 
Philippines became an independent nation on the 4th day of July 1946. 

Is that right? 

Mr. Hieiry. That is right: yes. 

Senator Dirksen. World War II was consummated before 1946 
so that so many of those people served under our banner in World 
War II. I presume under that circumstance we do recognize some 
responsibility, and particularly to an infant nation that was having 
some difficulty walking on its own in the first days. 

Senator Ropertrson. I am not questioning the fact that it is a fine 
thing for us to do. I just mention the fact that there is no legal 
obligation on us to do it. 


RECOGNITION OF PHILIPPINE SERVICE 
Senator Dirksen. That, I think, is probably correct. But I think 
we have tried to recognize, in a spirit of charity and grace, the service 
that Filipinos rendered in World War II, and all of that came before 
their independence was consummated. 


Representative Treacur. There is one other point on this, Senator, 
and that is we might encourage the Philippines to operate this hospital 
at a standard they could not possibly continue after we stopped our 
assistance. If this hospital is going to them lock, stock, and barrel, 
it should be at a standard they can afford to operate. 

Whatever Mr. Higley decides on this, I wil be satisfied with. I 
think he is doing a very fine job as Administrator of Veterans’ Affairs. 


(See p. 445 for VA comment.) 
VETERANS’ ADMINISTRATION 
BupGet PRESENTATION 


STATEMENTS OF H. V. HIGLEY, ADMINISTRATOR; J. S. PATTERSON, 
DEPUTY ADMINISTRATOR; F. W. KELSEY, CONTROLLER; J. N. 
LODGE, DIRECTOR, INFORMATION SERVICE; R. M. EDGAR, ASSIST- 
ANT ADMINISTRATOR FOR CONSTRUCTION; E. 0. GARDNER, 
ACTING CHIEF INSURANCE DIRECTOR; R. H. STONE, CHIEF 
BENEFITS DIRECTOR; A. H. MONK, CONTROLLER FOR DEPART- 
MENT OF VETERANS’ BENEFITS; AND DR. W. S. MIDDLETON, 
CHIEF MEDICAL DIRECTOR 


COMMUNICATIONS 


Senator Dirksen. Mr. Higley, I think as the first order of business, 
there will be to insert into the record your letter of March 16 and 
the letter of the Acting Administrator, addressed to the chairman of 
the committee on that day. 
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(The letters referred to follow :) 


VETERANS’ ADMINISTRATION, 
Washington, D. C., March 16, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittec in Charge of the Independent Offices Appropriation 
Bill for 1957, United States Senate, Washington, D. C. 

My Drar SENATOR MAGNuson: In response to your letter of March 2, 1956, 
it is requested that we be given the opportunity of appearing before your com- 
mittee to present the budget of the Veterans’ Administration for the 1957 fiscal 
year. 

Detailed requests for changes to the independent offices appropriation bill as 
reported by the House Appropriations Committee will be submitted to you early 
next week. 

Sincerely yours, 
JoHN S. PATTERSON, 
Acting Administrator. 


VETERANS ADMINISTRATION, 
Washington, D. C., March 20, 1956 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropria- 
tion Bill for 1957, United States Senate, Washington, D. C. 

My Dear Senator Macnuson: Reference is made to our letter of March 16, 
1956, in which you were advised that the Veterans’ Administration desired a 
hearing before your subcommittee with respect to the provisions of H. R. 9739 
as reported to the House of Representatives. 

Pursuant to the request contained in your letter of March 2, 1956, there is 
attached hereto a listing by page and line of the changes which this agency 
desires in the proposed appropriation act. 

Sincerely yours, 


H. V. Hiretry, Administrator. 


CHANGES REQUESTED IN H. R. 9739 as Reportep To House oF REPRESENTATIVES 


Page 25, line 13: Change appropriation amount from $162,118,260 to 
$163,936,000. 

Page 25, lines 13 through 15: Delete the following language: “of which not 
less than $17,640,042 shall be available for such expenses as are necessary for 
the loan guaranty program: 

Page 25, line 17: Change number from “twenty” to “twenty-two.” 

Page 26, line 11: Change appropriation amount from $16,099,600 to $16,453,000. 

Page 30, line 2: Change appropriation amount from $50,935,000 to $47,435,000. 

Page 30, lines 2 through 7: Delete the following language: “of which $2,000,000 
shall be used for technical services for the major alteration, rehabilitation, and 


modernization for the continued operation of the hospital at McKinney, Texas, 
and $1,500,000 shall be available for technical services for rehabilitation of the 


general medical and surgical hospital at Nashville, Tennessee. 
HOUSE ACTION 


Senator Dirksen. Just by way of summary, in 1956, your total 
appropriation (including supplementals) was $4,706, 856 400. The 
budget estimate for fiscal 1957 was $4,719,495,000. That is an increase 
of $12 million, 600-and-some thousand over 1956. 

The House allowed $4,720,715,860. The House bill is $13 million 
plus over the 1956 appropriation, and it is $1,220,000 over the 1957 
estimate. 

Notwithstanding that fact, you are asking for a reduction of net 
$1,328,860 in 3 items. I notice there will be a decrease in hospital 
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and domiciliary facilities, $3.5 million. That is a reduction, and your 
increases requested are in general operating expenses, $1,817,000, and 
medical administration $353,000-plus. So there is a reduction of 
$1,328,860. 

I presume, Mr. Higley, you want to address yourself particularly 
to those items? 

Mr. Hietey. Yes, sir, just those items, and with a few changes in 
Janguage that we would like to have. 


PREPARED STATEMENT 


Senator Drrksen. You have a statement and you can either insert 
your statement, Mr. Higley, in its entirety, or if you want to you may 
insert it and then highlight it. Whatever you wish would be fine. 

Mr. Hictey. I think we can do that satisfac ‘torily, put the full state- 
ment in the record, and then just bring out the important points. 

Senator Dirksen. Very well. 

(The statement referred to follows :) 


Mr. Chairman and gentlemen of the committee, we are appearing before you 
today in connection with those provisions of H. R. 9739 and House Report No. 
1847 which relate to the appropriation allowances recommended for the Vet- 
erans’ Administration for the fiscal year 1957. It is our desire at this time 
to request your consideration of the following changes to the appropriation bill 
as reported by the House committee and as passed by the House: 

1. Elimination of restrictive language on number of employees for public rela- 
tions work. 

2. Restoration of a part of the reduction of $2,317,740 for the appropriation 
“General operating expenses,” 

3. Elimination of language earmarking a specific amount for the loan guaranty 
program. 

4. Restoration of $353,400 for the appropriation “Medical administration and 
miscellaneous operating expenses.” 

5. Elimination of a part of the increase of $3,935,000 recommended for the 
appropriation “Hospital and domiciliary facilities’’ to provide for the initiation 
of specific hospital construction projects. 


PUBLIC RELATIONS PERSON NEI 


Page 25, lines 16 through 18, of H. R. 9739, as reported by the House Appropria- 
tions Committee, limits to 20 the number of employees which the Veterans’ Ad- 
ministration can engage in publie relations work. For a number of years the 
Veterans’ Administration has operated with a limited number of these employees 
and during that period the limitation has become more and more restrictive. 
This condition has prevailed in the face of a substantial increase in veteran popu- 
lation due primarily to the Korean conflict, numerous legislative changes relat- 
ing to beneficiary eligibility and increased hospital operations arising from the 
expansion of hospital construction. In connection with our 1957 budget submis- 
sion we requested the Bureau of the Budget to remove this restriction and re- 
ceived their approval providing it was agreed that the total average personnel 
strength for this program would not exceed the budget allowance. Similar 
restrictive language was deleted by your committee when considering our appro- 
priations for the current fiscal year but it was restored by conferees on the bill. 
Such language precludes needed flexibility in carrying out this important pro- 
gram. If it should be your decision to continue the restrictive language, it is 
urgently requested that the limitation prescribed be increased to 22 employees to 
provide for the absolute minimum staff requirements of this activity and allow 
for as many as 2 additional personnel on occasions when emergency situations 
must be met. No increase in money is involved. 
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REDUCTION IN APPROPRIATION “GENERAL OPERATING EXPENSES” 


The amount recommended for this appropriation by H. R. 9739 is $162,118,260 
which is a reduction of $2,317,740 from the amount requested under this heading. 
Pages 17 and 18 of the House Report No. 1847 disclose that this total reduction is 
composed of the following adjustments: 


1. Reduced personnel for the central office of the Department of In- 
surance, excluding systems and evaluation employees $224, 700 
. Reduced personnel for the insurance center in Washington, D.C_-_ 441,771 
Reduced operating costs for central office for the Department of 
WN sissies stains nis enone end ie liar icin eeaidanciaaiaalincae 451, 269 
. Reduction in regional office personnel for supporting services_____-_ 1, 000, 000 
. Overall reduction to be imposed on objects other than personal 
services 


CENTRAL OFFICE—-DEPARTMENT OF INSURANCE 


The House report states that the reduction of $224,700 is to be applied pri- 
marily to personnel for actuarial and administration activities. The per- 
sonnel needs for these purposes were calculated by the application of a formalized 
work measurement program to the detailed operations to be performed. By 
this process we determined our requirements for establishing, maintaining, and 
tabulating actuarial records needed to calculate necessary reserves in our insur- 
ance trust funds. As of February 29, 1956, the number of personnel in these 
segments of the organization totaled 230 and a reduction to 207 was planned 
to meet the level possible within our budget request. This is considered to be 
the maximum reduction that can possibly be made at this time without handi- 
capping the service rendered by that Department. The House report would 
require a further reduction of 51 employees or 25 percent from an employment 
level already reduced to minimum needs. Such a drastic reduction could not 
be accomplished without the elimination of activities essential to the efficient 
operation of our insurance program. 


INSURANCE CENTER, WASHINGTON, D. C. 


According to the House report the reduction of $441,771 proposed for this 
office is based on the fact that the ratio of personnel to policyholders is higher 
than in other insurance offices. This higher ratio is justifiable since more than 
half of the employees in the Washington center are engaged in the maintenance 
and servicing of United States Government life insurance accounts. The ac- 
tivity as to loans, liens, and related operations is much higher on these con- 
tracts than on those maintained for national service life insurance policy- 
holders. In addition, this office maintains master index locator files and other 
records pertaining to the insurance accounts in all offices. The onduty employ- 
ment as of February 29, 1956, at this center was 784. Based on improved opera- 
tions as evaluated by work measurement studies our budget request contemplated 
a reduction in his staff to 690 for the fiscal year 1957. The proposal of the 
House Appropriations Committee would necessitate a further reduction of 118 
personnel which could not be accomplished if the current workload trend con- 


tinues without affecting the service to policyholders whose accounts are main- 
tained at this location. 


CENTRAL OFFICE, DEPARTMENT OF VETERANS’ BENEFITS 


The effectiveness of this departmental contingent is essential to the continued 
improvement in efficiency and quality of work produced throughout the entire 
Veterans’ Benefits operation. In the fiscal year 1955 the Department of Veterans’ 
Benefits had an average employment of 677 in its departmental operation as 
compared with the 600 requested for the fiscal year 1957. In order to accomplish 
this reduction of 77 employees the departmental staff underwent an extensive 
reorganization and realinement of functions and activities. It is now evident 
that additional personnel over current on-duty strength will be required in 
claims and loan guaranty supervisory positions due to the increased activities 
in those program areas. The proposed reduction of $451,269 would necessitate 
a further reduction of 66 employees and would seriously impair the effectiveness 
of this important unit in our organization. 
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REGIONAL OFFICE REDUCTION 


The House committee report contains a recommendation that a reduction of 
$1 million be imposed on personnel costs for supporting services at regional 
offices. The increased emphasis on manpower utilization and benefits derived 
from our work measurement program which was established throughout the 
field service is resulting in some decline in employment. However, it does not 
appear possible that this decrease in employment will be great enough to effect 
the reduction specified in the House report. Personnel requirements in sup- 
porting activities are geared to workloads in substantive programs and since 
there is no basis at this time to expect workloads lower than those upon which 
our budget request was predicated, any enforced reduction could result in the 
accumulation of backlogs and impairment of service to beneficiaries. Accord- 
ingly, the Veterans’ Administration believes that it can make a reduction of 
$500,000 in its regional office requirements but requests a restoration of the 
balance of the proposed adjustment. 


REDUCTION IN NONPERSONAL SERVICE COSTS 


According to the House report a reduction of $200,000 is being recommended 
for nonpersonal service costs on the basis that these expenses are higher in the 
Veterans’ Administration than in other agencies. This comparison fails to 
give effect to the fact that the other object costs under the appropriation “Gen- 
eral operating expenses’”’ include such items as reporting fees paid to schools and 
colleges for veterans taking training under Public Law 5650, and grants to 
States which are not controllable by the Veterans’ Administration. During the 
fiscal year 1957 these uncontrolled expenses are expected to appropriate $9 
million or about 40 percent of the amount requested for nonpersonal service 
requirements. The Veterans’ Administration is working continuously to reduce 
operating costs by the elimination of nonessential expenses and considerable 
progress has been made in this area. However, reductions have been offset to 
a considerable extent by increasing requirements for some purposes such as 
employee travel where higher allowances have been authorized by recent 
legislation. 

TOTAL REQUIREMENTS, GENERAL OPERATING EXPENSES 


The Veterans’ Administration is making every effort to reduce its administra- 
tive expenses which are paid for the most part from this appropriation. As 
evidence of our accomplishments, the amount requested for the fiscal year 1957 
of $164,436,000 is approximately $3 million less than requirements for the cur- 
rent year without any substantial change in the workload we expect to service. 
It is therefore urgently requested that $1,817,740 of the reduction proposed by 
the House committee for the appropriation “General operating expenses” be 
restored and the amount of $163,936,000 be appropriated under this heading. 


SPECIFIC ALLOWANCE FOR LOAN GUARANTY 


Page 25, lines 13 through 15, of H. R. 9739 as reported by the House Appro- 
priations Committee, prescribes that an amount of at least $17,640,042 shall be 
available for the expenses of the loan guaranty program. 

For the purpose of attaining maximum efficiency in our field operations, sta- 
tion managers are now permitted to utilize available funds to best meet the 
needs at their particular station. This practice has led to vastly increased effi- 
ciency in field station operation as exemplified by the fact that employment 
in field activities has dropped approximately 1,200 since June 30, 1955. 

Whenever a shortage of funds for a specific program or activity within an 
appropriation occurs, the Bureau of the Budget requires that fund require- 
ments for all activities paid from that appropriation be reevaluated before re- 
questing a supplemental appropriation. In the event the total amount ear- 
marked for loan guaranty in this instance was not needed due to an unforeseen 
workload reduction and a fund shortage developed in another area, maximum 
utilization of available resources would not be possible and a supplemental 
appropriation request would result. 

Although our operating plans contemplate the usage of funds to at least 
the extent specified in the administration of the loan guaranty program, the 
earmarking of an amount within a total appropriation allowance for any pur- 
pose creates many administrative problems and considerable additional oper- 
ating cost due to the added record maintenance and reporting procedures in- 
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volved. In this instance allotment documents to each field station would have 
to specify an amount for its loan guaranty costs, separate fiscal records would 
be maintained at each station for these amounts, and expanded or additional 
accounting reports would be required. 

In view of the foregoing, it is strongly urged that the language relating to a 
specific allowance for the loan guaranty program be eliminated from the pro- 
posed appropriation act. 


REDUCTION IN APPROPRIATION “‘MEDICAL ADMINISTRATION AND MISCELLANEOUS 
OPERATING EXPENSES” 


The budget submission for this appropriation for the fiscal year 1957 proposed 
an increase of $353,400 over expected obligations for the current year, including 
the cost of the salary increase authorized by Public Law 94, 84th Congress. 
This net increase in our appropriation request is composed of $300,000 or 
medical research and $200,000 or medical education and training, offset to the 
extent of $147,000 by staff reductions in central and area medical offices. 

This increase in total appropriation allowance is not provided by H. R. 
9739. Therefore, in order to provide this minimum increase for the medical 
research and medical education and training programs, which are vital to 
progressive and effective medical care, it would be necessary to further reduce 
central office and area medical office staffs. Such a reduction in our top manage- 
ment and supervisory staffs cannot be accomplished without impairing our 
ability to adequately manage and supervise 173 hospitals and 70 outpatient 
clinics. 

Since fiscal year 1954 the annual cost of the Department of Medicine and 
Surgery in central office and the area medical offices has decreased from $7,560,000 
to a planned level to $6,858,000; or fiscal year 1957 a reduction of $702,000 
annually or approximately 9 percent. The reduction in employment since 1954 
has been from 1,140 to a planned level of 996 for fiscal year 1957, a reduction of 144 
in average employment or 13 percent. This reduction in the central office 
and area medical offices has been made while the medical care program in VA 
hospitals has increased from an average daily patient load of 103,491 patients in 
1954 to an average daily patient load of 111,500 patients in 1957; and the number 
of hospitals in operation has increased from 170 to 173. 

It is recommended that the reduction of $353,400 from our budget request 
he restored in order that adequate central office and area office staffs may be 
available to assure that proper standards of medical care are being maintained 
in hospitals and clinics and that they are being efficiently and economically 
operated. 

APPROPRIATION FOR CONSTRUCTION PROJECTS 


The appropriation recommended by the House under the title “Hospital and 
Domiciliary Facilities” is $50.935,000. It is requested that this amount be re- 
dnueed to $47,435,000 for the following reasons: 


M’KINNEY, TEX., HOSPITAL 


An addition of $2 million “for technical services for the major alteration, reha- 
bilitation, and modernization for the continued operation of the hospital at Mc- 
Kinney, Tex...” is specified in the bill. (This language appears to be in accord 
with the report on the bill which states that “the committee has added $2 million 
for technical services to start the complete renovation of the hospital at McKin- 
ney, Tex.” However, as $2 million is greatly in excess of the amount required 
for technical services alone in a project of this kind, the specific purpose for which 
the $2 million is intended should be clarified. ) 

The overall hospital program of the Veterans’ Administration as approved by 
the President provides for the closing of acquired hospitals of temporary or can- 
tonment type construction at the time such hospitals are replaced by new con- 
struction. In each instance where such type of hospital has been replaced, the 
old hospital has been closed. It has been definitely planned since 1950, with the 
approval of both President Truman and President Eisenhower, to close the 
McKinney Hospital upon completion of the new hospital at Dallas. However, 
in September 1955 President Bisenhower approved a proposal of the Veterans’ 
Administration to continue the McKinney Hospital until remodeling of the old 
Dallas Hospital is completed but stated specifically that the McKinney Hospital 
is to be completely deactivated at that time. The number of applicants for gen- 
eral medical care on the waiting list in the Dallas area has fluctuated recently 
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from 76 te 115. The waiting time for admission is generally short. The proposal 
to modermize and rehabilitate the McKinney Hospital, which is temporary, non- 
fireproof construction, is in conflict with the hospital program approved by the 
President and would involve a large expenditure for hospital beds which are 
not needed. Deletion of the language providing $2 million for the purpose of 
continuing this hospital in operation is, therefore, recommended. 


NASHVILLE, TENN. 


The increase of $1,500,000 for technical services for rehabilitation (this should 
be stated as replacement) of the general medical and surgical hospital at Nash- 
ville, Tenn., presents a matter of timing and programing. Large sums of money 
are required for construction of replacement hospitals and for the modernization 
of an added great number of existing hospitals. Recognizing the desirability 
of an erderly approach to this question, the Veterans’ Administration and the 
Bureau of the Budget, with the approval of the President and the endorsement 
of the House Committee on Veterans’ Affairs, have developed a program for 
replacement of eight hospitals including the hospital at Nashville, Tenn. This 
program is in addition to the hospital construction for Cleveland, Ohio, and 
Washington, D. C., which was previously approved. Plans to construct new 
general medical hospitals at Cleveland, Ohio, Washington, D. C., Jackson, Miss., 
and Oakland, Calif., to replace existing facilities are included in the 1957 
program. Funds for technical services to begin such projects are requested 
in this budget estimate. 

While the planning and construction work for the entire program will be 
spread over a period of 6 to 8 years, the program as approved specifically 
provides that request for funds for technical services for the hospital at Nash- 
ville, Tenn., will be included in the 1958 fiscal year budget. The inclusion of 
this project in our 1957 budget would not materially expedite the ultimate 
construction and moving the project forward would disrupt the program which 
the Veterans’ Administration is staffed to accomplish. Deletion of the language 
providing such funds in the 1907 fiscai year is therefore recomended. 


CHAPELS 


The House report to accompany H. R. 9739 indicates that of the total appro- 
priation of $50,935,000 for “Hospital and domiciliary facilities,’ $435,000 is in- 
tended to “accelerate in 1957 the program for the construction of chapel facilities 
at hospitals.” The Veterans’ Administration recognizes the value of adequate 
chapels and is aware of the large number of locations where new or improved 
chapels should be provided. Discussions with the House Subcommittee on Appro- 
priations, Independent Offices, have prompted us to initiate a complete reap- 
praisal of the chapel situation. There is no question, however, as to the fact 
that adequate chapels are needed most at hospitals for the mentally ill. While 
chapel facilities are important in hospitals for general medical patients whose 
periods of hospitalization are relatively short, the need is greatest in the neuro- 
psychiatric hospitals. The Veterans’ Administration welcomes the addition 
of $435,000 for the purpose of accelerating in 1957 the program for constructing 
chapels but it is strongly urged that we be permitted to use the money where 
the need is greatest. 


GENERAL MEDICAL BEDS FOR THE CLEVELAND, OHIO, AREA 


The report on H. R. 9739 states among other things: 

“In connection with the hospital at Cleveland, Ohio, for which planning money 
is included in the budget program, it is understood by the committee that the 
hospital is to be located on the previously acquired Wade Park site, and that the 
minimum number of general medical and surgical beds in this and the new 
Brecksville hospital will not be less than 1,000.” 

The existing general medical and surgical hospital at Cleveland (known as 
Crile), which is to be replaced by the new construction at Wade Park, has 158 
neuropsychiatric beds and 694 general medical beds. The neuropsyehiatric 
patients will be moved to the new NP hospital at Brecksville, for which funds 
have been appropriated. This hospital will provide not less than 125 beds for 
general medical patients and the hospital as planned at the Wade Park site 
Will provide 500 general medical beds. The new 1,000-bed NP hospital and 
the new 500-bed general medical hospital, together with the existing 324-bed 
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TB hospital at Brecksville, will provide a total of over 1,800 beds for the imme- 
diate area. There is no waiting list for service-connected cases and as of Febru- 
ary 28, 1956, there were only 75 applicants for general medical care awaiting 
admission in the State of Ohio, of which only 19 were in the Cleveland area. 
Based on patient demand and estimates of future requirements in this area, it 


is believed that the 500 beds planned at the Wade Park site will be sufficient. 
CONCLUSION 
Our requested adjustments to the bill as passed by the House of Representatives 


is confined to three appropriate items. The following table is presented for 
your convenience in summarizing the changes requested : 





House recom- | Appropriation | Adjustment 
mendation required requested 


Appropriation 





General operating expenses 4 

Medical, administrative, and miscellaneous ope rating ex- 
penses.___- et oe a tee 16, 099, 600 16, 453, 000 | +353, 400 

Hospital and domicili: ary facilities........... 50, 935, 000 47, 435,000 | —3, 500,000 


$162, 118, 260 $163, 936, 000 +$1, 817, 740 


In the interest of efficient operation of this agency and its ability to render 
quality service to veterans, your favorable consideration of the above fund adjust- 
ments and language changes described herein is respectfully requested. 

Attached is a tabulation presenting the total appropriation estimates of the 
Veterans’ Administration which may be inserted in the record if you so desire. 
Program officials of the Veterans’ Administration are here with me to answer 
any questions you may have regarding the estimates or other matters relating 
to the activities under their jurisdiction. 


Veterans’ Administration—status of appropriation estimates, fiscal year 1957 


Fiscal year Fiscal year 1957 
1956 appro- 
priations 
Appropriations for funds | including 
supple- 
mental 
requests 





Reduction | Adjust- | 

Budget | Amounts | or increase | ment to Total VA 

| estimate to | included in recom- | House bill | request to 
Congress | House bill mended requested Senate 
| by House | by VA 


General operating ex- | | 

penses -_ -_- $167, 502, 000! $164, 436, 000! $162, 118, 260| —$2, 317, 740|+$1, 817, 740) $163, 936, 000 
Medical administration | | 

and miscellaneous oper- | 

ating expenses “ 16, 049, 600 16, 453, 000) 16, 099, 600! —353, 400) +353, 400 16, 453, 000 
Inpatient care_............| 649, 790, 600| | 662, 900, 000) ! 662, 900, 000) -| } 662, 900, 000 
Outpatient care --- | §885, 971, 200 82, 638,000) 82, 638, 000) _ __ ian 82, 638, 000 
Maintenance and opera- | | 

tion of supply depots._-| —_1, 628,000} ~—:1, 671, 000) 1, 628, 000} —43, 000} d 1, 628, 000 





Subtotal 920, 941, 400| "928, 098, 000 925, oes, ¢ 860). —2, 714, 140) +2, 171, 140) _ i, 555, 000 


|. 7 7 —|- ame eames 








Compensation and pen- 
sions _.|2, 810, 000, 000 | 2, 907, 000, 0002, 907, 000, 000 aaes _.|2, 907, 000, 000 
Readjustment benefits _- 812, 097, 000| 775, 000, 000; 775, 000, 000) | 775, 000, 000 
Military and naval insur- | 
ance__.. | 4, 868, 000 5, 000, 000} | oe : 5, 000, 000 
National service life insur- | 
ance. -- ; 81, 300, 000 23, 200,000; 23, 200, 000) Oe Tee oe | 23, 200, 000 
Servicemen’s indemnities 40, 500, 000 26, 750,000) 26, 750, 000) a a ; 26, 750, 000 
Service-disabled veterans | 
insurance fund 750, 000 1, 000, 000 1, 000, 000] ; ue 1, 000, 000 
Grants to the Republic of | 
the Philippines - -- 2, 500, 000) 2, 000, 000 2, 000, 000 2, 000, 000 
Hospital and domiciliary | | 
facilities goin 30, 000,000; 47,000,000; 50, 935,000) +3, 935,000; —3, 500,000} 47, 435, 000 
Major alte rations, im- | 
provements and repairs 3, 900, 000 4, 447, 000 4, 447, 000) _ - : cae tote 4, 447, 000 








Total annual defi- | 
nite appropria- 


SR. con ss .. |4, 706, 856, 400 4, 719, 495, 000 4, 720, 715, 860! , 220, 860) —1, 328, 860) 4, 719, 387, 000 


1 And in addition, $7,216,900 from reimbursements. 
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PUBLIC RELATIONS STAFF LIMITATION 


Mr. Hictey. Mr. Chairman and gentlemen of the committee, the 
first change we would like to urge is one that has been with us before. 
It has to do with limiting the number of people we can have in public 
relations work. Last year this committee eliminated that restriction 
but when it went to conference it was again put back in. We are lim- 
ited to 20 men who can actually be engaged in public relations work. 

I will not try to explain why this particular item is limited. It 
does not follow generally in other things we do. We are allowed some 
flexibility. 

There are an increasing number of veterans. World War I men are 
becoming more and more cognizant of their needs for help from us as 
they approach the older years. Programs like loan guaranty require 
much publicity telling the veterans what they can or cannot do. As 
you know, one of the principal subjects of discussion at the present 
time is what the future of the loan-guaranty program shall be. In 
the face of that, we have been restricted in the matter of public rela- 
tions personnel. 

What we propose is that the limitation of 20 be eliminated, but with 
no increase in money. What we are up against is elbowroom. For 
instance, we had a man in Detroit who was sick for 6 or 8 months, and 
we kept him on the payroll. We could not put another man on to 
take his place, and it left an area, including Chicago, I believe, and 
Detroit, without a man because we were limited to ‘only 20 men, and 
| of them wasa sick man. 

If it is still desired on the part of those who would hold it at 20 that 
there be some restriction, then we would request that they merely make 
that number 22, without any increase in money. Then it will enable 
us to shift one way or another to take care of the job in a far better 
way than we can at the present time. 

Senator Ropertson. Would that be satisfactory to you ? 

Mr. Hieiey. To just raise it to 22? 

Senator Ropertrson. Yes. 

Mr. Hietry. Yes. It would answer this particular difficulty, and 
provide flexibility in the event of sickness, vacations, and so forth 
which cause us concern in this type of work as to available manpower. 

Senator Rorertson. That would be a diplomatic approach in con- 
ference, because they seem to think that there ought to be some limita- 
tion. They want to tie down the funds. If we make it 22 and do not 
give more money, they may agree to that. 

Senator Dirksen. What is the dollar amount allocated for that 
work? 

Mr. Hietry. This is Mr. Kelsey, the controller. There is a definite 
limitation on dollars. 

Senator Dirksen. I know. 

Mr. Hieiey. Frankly, Senator Dirksen, it is just a feeling that some 
agencies of Government have too much public relations work, that 
they are drumming up business. 

Senator Porrer. Is it not true that the Veterans’ Administration is 
called on to enter into a great deal of promotional efforts which are in 
response to a civic demand? From my knowledge of the work in that 
field, it has been very helpful and certainly in the public interest that 
it be done. 
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Mr. Hiciey. That is true. You can go one step further. There 
are those in Government who need information regarding veterans’ 
work in general for speeches or whatever else they have in mind, they 
are the ones who will get that information. Then there are organiza- 
tions like Veterans’ Administration Voluntary Service or some of 
the other organizations, who help us so tremendously in the operation 
of hospitals. We give much help to the committee for employing the 
physically handicapped. We think it is all very good _— relations 
work for Government as a whole; of course, it is invaluable to us. 

Senator Porrer. Along that line, I know that in this physically 
handicapped week, Employ the Physically Handicapped Week, 
which, actually, now is a year-round program, the Veterans’ Admin- 
istration is very active in that field. The main purpose of that type 
of an effort is public relations. 

Mr. Hietny. That is right. That is all you have to work with. 

Senator Porrer. That is right. 

Mr. Kersey. Did you want that figure, Mr. Chairman ? 

Senator Dirksen. Yes. 

Mr. Kensry. $285,000 is the total for all personnel in this activity, 
but the 20 or 22 to which Mr. Higley has referred are the technicians 
who are on the technical work of public relations, and the amount of 
money requested will not be changed. 

Senator Dirksen. Of course that is a_ self-imposed limitation 
within the overall terms of the bill, but there is no specific limitation 
by the committee on the dollar amounts? 

Mr. Hietry. Congress has made the limitation of 20. Those, by 
the way, are scattered around the country. They are not all here in 


Washington. We have them strategically located so that we are in 
touch with whatever the problems may be. 


SUFFICIENCY OF STAFF 


Senator Dirksen. Is net 20 adequate for your purposes? Is that 
adequate for this function ? 

Mr. Hietny. We do not think so, Senator. It was 70 until they 
reduced it to 26 about 3 years ago, I would say. and then the following 
year they tried to cut it to 15. It was settled at 20. It has since been 
at 20. We think this is an important part of the work, that the public 
know what is going on, what Congress has provided for veterans, that 
misconceptions are eliminated, and, incidentally, that veterans are, as 
far as possible, acquainted with what benefits are available to them. 

Senator Dirksen. In addition to the 20, you have estimated for an 
additional 10, have you, for this? 

Mr. Higury. We have 25 other people who are secretaries and who 
do other work that supports these people. 

Senator Dirksen. That is your whole information service? 

Mr. Hieiry. Yes. 

Senator Dirksen. You estimated 30 people for 1957? 

Mr. Hicriry. Forty-five. 

Senator Dirksen. How many would you need in addition to the 20 
for an effective job in this field? 

Mr. Hietry. Mr. Lodge is Director of that service. 
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Mr. Longe. Senator, we would be very happy with two more people. 
Asa matter of fact, right here in the Washington office we cannot take 
care of the load that is put on us. 

Senator Dirksen. You are speaking now of departmental and not 
field ? 

Mr. Lover. These two would primarily be in Washington to handle 
the terrific load on us here. For instance, we have a situation coming 
up on the 20th of May when a man retires in Atlanta. He covers 
(yeorgia, South Carolina, Alabama, Florida, and Tennessee. Under 
the restrictive language, we cannot put a man on until he is off the 
rolls. It will take 2 months to train them. These two men will be 
sort of supernumeraries, so we can utilize them in the Washington 
office. But if there is a threat in the field, we can put them out there. 

I might say last year to accomplish the work set up, the informa- 
tion service representatives in the field gave up 1,636 hours in over- 
time work on a noncompensatory basis, “or a total of 40 plus weeks, 
and forfeited 160 days of annual leave accrued, and in addition to 
this, to get to their visitation cities, they voluntarily traveled on week- 
ends on their own time to be in their cities for work on Mond: ay, which 
amounted to 915 hours or 114 days also given up. 


WORK CONNECTED WITH BRADLEY REPORT 


Senator Dirksen. Are you going to have additional functions, Mr. 
Higley, to present from time to time the essence of the new Bradley 
report? I presume that is going to fall wtihin your province, will | 
not? 

Mr. Hieiry. I do not know just how that report will be handled. 

Senator Dirksen. That isa very substantial report. 

Mr. Hietxy. There will be a tremendous amount of work that will 
be done. There has already been a tremendous amount of work. We 
supplied the committee with whatever data they asked for, and we 
worked with them in getting data. 

Senator Dirksen. I would naturally assume in view of the individ- 
ual inquiries made to Members of the House and Senate about service 
pension bills and about the resolutions adopted from time to time by 
the service organizations at both the State and National level, that 
you are going to have a little work to do in that field. 

Mr. Hietry. There certainly will be a lot of work 


GENERAL OPERATING EXPENSES 


Senator Dirksen. Suppose we go to your second item. 

Mr. Hiciey. The second item is “General operating expenses,’ 
which, as you noted, has a reduction of $2,317,740 split up into 5 
reductions. 

Senator Dirksen. You are lumping those 2 first items, $1,817,000 
and $353,000 ? 

Mr. Hiciey. $1.8 million is what we are asking to be restored, but 
$2.3 million is what they cut. 

Senator Dirksen. I See. 

Mr. Hictey. I will cover this quickly. 

This revolves around work measurement, on which these items are 
determined and accepted by the Bureau of the Budget. We have what 
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we think is a very splendid work measurement program, and we are 
improving it all the time. This is not the result of sombody’s estimat- 
ing, but it is a result of what we foresee as a load and the best thought 
as to what personnel it will take to do the job right. 


DEPARTMENT OF INSURANCE 


Now, going to the central office, Department of Insurance, there is 
a reduction there of $224,700. That, according to the report, was par- 
ticularly aimed at those people who are employed to maintain and tab- 
ulate actuarial records needed to calculate necessary reserves and so 
forth. I got the impression that they though this was something that 
was done only periodically, and that there was no reason for having 
people around doing the work daily. 

As a matter of fact, when you stop to think of the tremendous num- 
ber of people who have policies, it is easy to see why we must keep run- 
ning records of money, people, years and so forth so that when the 
time comes to make any decision, it is properly made. 

This Department, the Insurance Department in general, has already 
contributed much reduction in personnel. They have been very mind- 
ful of ways of reducing personnel. In addition, it must be remembered 
that the one good way to reduce personnel is to do it with mechanical 
means. Weare giving much thought to that angle of using tabulating 
systems which, of course, eliminate hand work. 

Incidentally, machines provide more accuracy, which is the essence 
of good insurance operations. We are working in that direction. 

Senator Rogertson. It is possible, too, to make a survey of the nor- 
mal workload of any particular segment, and if they do not have a 
normal workload, you can reduce the personnel to the level of the 
workload. You do not have to depend altogether on putting in ma- 
chines to reduce your personnel. 

Mr. Hietry. That is correct. 

Senator Rosertson. I have been in a few offices where about half of 
them are sitting around wondering when the coffee break is coming 
or when they would get out for lunch, or something of that kind. 

Mr. Hiatey. I like to think that we made a tremendous improve- 
ment. When I visited those same offices, they seemed to be quite busy. 

Senator Porrer. You do not know whether they were forewarned or 
not. 

Senator Rogertson. You ought to walk in some time from the rear. 

Mr. Hictey. We would like to recommend that this reduction be 
eliminated. Before this year, we have dropped the personnel in the 
department involved from 230 to 207. We are always working in the 
direction of eliminating unnecessary personnel. However, if this re- 
duction remains in the bill, it will mean 51 less employees than we now 
anticipate. We anticipate 207. That is the level that we have set for 
ourselves for next year. 

But, if this reduction goes in, it will mean 51 more employees elim- 
inated from the rolls, and when you stop to think that that is a 25 
percent cut, it is quite large. 

Senator Roperrson. In case the committee grants the restoration 
requested, how will it then be with respect to the budget estimate ? 

Mr. Hictry. Our original budget estimate? I did not quite under- 
stand, Senator. 
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Senator Rosertson. We have budget estimates on all of these appro- 
priations. The House, | assume, cut the budget estimate. Are you ask- 
ing for restoration that would be above or below that ? 

Mr. Hictey. Just put back in what the House took off is all we are 
asking. Wethought we had cut as far as we should go. 

Senator Ropertson. Would that be back to the budget estimate ? 

Mr. Hicitey. Tothat presented in the first place ; yes. 

Senator Dirksen. For this whole department service, including, I 
suppose, what is known as systems and evaluation employees, you had 
436 in 1955 and 370 in 1956; is that correct? That was for the whole 
effort, including all functions ? 

Mr. Hiciey. | think that is correct. 


SYSTEMS AND EVALUATION EMPLOYEES 


Senator Dirgsen. The House makes a particular reference to ex- 
cluding systems and evaluation employees, but I have nothing before 
me to indicate haw many were addressed to that particular function. 
I would assume from what you said that perhaps two-thirds of the 
employees in this department were engaged in that work. 

Mr. Hieuey. Mr. Gardner, head of the Insurance Division, is here. 

Would you comment, Mr. Gardner? 

Mr. Garpner. We had 417 people in this activity in the total depart- 
mental staff a year agotoday. Today we have 364. Weare proposing 
to cut that to 346 in the budget year. Of those, 43 are in the systems 
and evaluation activity ; 147 are proposed for the actuarial activity, and 
60 for the Office of the Assistant for Administration, which includes all 
sorts of separate administrative activities, such as work measurement, 
publication control, incentive awards, records management, and things 
of that nature. We are proposing a cut from the current on duty. 
But this cut of 51 in addition to that would be almost ruinous as far as 
the operations of the department are concerned. 

Senator Dirksen. I think that sets the case pretty well. 


HOSPITAL FACILITIES 


Senator Ropertson. Mr. Chairman, I regret that I cannot be here 
for all of this hearing. Would you object if Mr. Higley would jump 
now down to item No. 5% I have taken the position that Congress 
should not earmark hospital sites. There is too much incentive that a 
man, in order to get one hospital that he really needs and has to have, 
has to agree to someone else’s getting one that maybe they ought not to 
have. These sites ought to be selected on the basis of need and merit. 
They should not be earmarked in an appropriation bill. I want to 
hear some statement on that. 

Senator Dirksen. The Chair has no objection. 

Would you proceed to item No. 5. 


HOSPITALS AND CONSTRUCTION WORK 


Mr. Hietry. Senator, I am going now to the fifth item, which re- 
lates to our request that money that was proposed for us be canceled 
as to the 1957 budget. It all has to do with hospitals and construction 
work. 
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We have a lot of antiquated properties, and we have some hospitals 
that. are in such bad shape that we are replacing them. 

More recently we finally put together a program that would entirely 
rebuild 15 hospitals. This plan we developed received the approval 
of the President, the Bureau of the Budget, and House Committee on 
Veterans’ Affairs. That became our official replacement program. 

[ am talking about Nashville at the moment. Maybe you have some 
other place in mind, Senator Robertson. 

The House committee included in this year’s bill $114 million for 
technical services to start work on the hospital at Nashville, Tenn., 
which is one that must be replaced, and is in the building schedule 
which we adopted, in the 1958 program. 

We plan to have this program extend over about a 6- to 8-year pe- 
riod. We are set up in our construction department to do a certain 
volume of work, and we do not like to expand personnel unnecessarily 
only to have to reduce it later on. We would like our planning to pro- 
ceed in an orderly manner. We selected certain projects for fiscal 
year 1957, and those are included in the bill. 

Nashville is scheduled for 1958. 

We would prefer to keep it there so that we can adhere to the pro- 
gram which we have outlined for ourselves. If additional money is 
put in for Nashville this year it simply means unless we expand 
greatly our personnel we will only be able to accomplish so much 
work and spread it a little thinner. 

Another factor which is very important is that for the planning 
that is done this year we will expect to ask Congress next year for 
the money for construction work, and it will be a rather large amount. 
If we were to add Nashville to this year’s program it would mean 
adding another rather large sum to the construction request next year. 

I believe it is better for all concerned, with the approval of the Vet- 
erans’ Affairs Committee of the House, that. we adhere to schedule. 
Nashville is next on the line. I will be perfectly honest, it was a tossup 
between Jackson, Miss., and Nashville, and when we added it up we 
decided that Jackson was the one that should have prior attention. 

Senator Porrrr. Is this new construction all replacement. construc- 
tion? 

Mr. Hietry. This is a replacement, totally replaced. 

Senator Rorertson. How much is the item, No. 5, of $3,935,000, 
above the budget estimate? 

Mr. Hiatry. That is the total amount that the House added to this 
year’s budget request. They put $114 million in for technical service 
for Nashville. We are suggesting that this amount be deferred to 
the next fiscal year so that it will adhere to our program. 

With McKinney, the situation there is somewhat different. If vou 
do not. mind, Senator, I would like to read our statement on McKin- 
ney. It sums it up probably better than I can. 

Senator Drexsen. In response to Senator Robertson’s question, this 
is $4 million of the budget, within $65,000. 

Mr. Hietry. There is $3.5 million asked to be eliminated. 

Senator Dirksen. Yes, $3,935,000. So in round figures, it is pretty 
close to $4 million of the budget. 

Senator Rorerrson. And you want to bring it back to the budget. 

Mr. Hiermy. This is added. This is not anything we asked for. 
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With regard to McKinney, which is a $2 million addition, that 
is a little more complicated. Shall I read the statement ‘ 
Senator Dirxsen. Yes. 


M’ KINNEY, TEX., HOSPITAL 


Mr. Hietey (reading) : 


An addition of $2 million “for technical services for the major alteration, 
rehabilitation, and modernization for the continued operation of the hospital 
at McKinney, Tex.” is specified in the bill. This language appears to be in 
accord with the report on the bill which states that “the committee has added 
$2 million for technical services to start the complete renovation of the hospital 
at McKinney, Tex.” However, as $2 million is greatly in excess of the amount 
required for technical services alone in a project of this kind, the specific pur- 
pose for which the $2 million is intended should be clarified. 

That is on the basis that if it is left in the bill, $2 million is prob- 
ably what we would spend for technical services plus the work itself. 
If the $2 million is left in the bill, its use should be clarified. 

Senator Rozerrson. Whose statement is that that it is more than 
needed? Is that in the House report or is it your statement? Who 
said it was too much ? 

Mr. Hietry. We did. We talked to the committee about it. This 
is what is normally called a “horseback” opinion, I believe. But $2 
million to $214 million would be required to put McKinney in a suit- 
able operating condition. A new boiler is required, and I believe new 
floors and new windows. It needs a lot of work and when you get 
through, you would not have what we would call a very up-to-date 
hospital. 

Senator Dirksen. Mr. Higley, the point you make is that the 
language as added by the House, $2 million for technical services, 
could not be expended for technical services. 

Mr. Hicrey. That is right. So if it is left in, that would have to 
be clarified. We suggest that the whole thing be eliminated. 

The overall hospital program of the Veterans’ Administration as approved 
by the President provides for the closing of acquired hospitals of temporary 
or cantonment type construction at the time such hospitals are replaced by new 
construction. In each instance where such type of hospital has been replaced, 
the old hospital has been closed. It has been definitely planned since 1950, 
with the approval of both President Truman and President Eisenhower, to 
close the McKinney Hospital upon completion of the new hospital at Dallas. 
However, in September 1955 President Eisenhower approved a proposal of the 
Veterans’ Administration to continue the McKinney hospital until remodeling 
of the old Dallas hospital is completed but stated specifically that the McKinney 
hospital is to be completely deactivated at that time. The number of appli- 
cants for general medical care on the waiting list in the Dallas area has fluctu- 
ated recently from 76 to 115. The waiting time for admission is generally short. 


And those, may I add, are all with non-service-connected disabilities. 
REMODELING SITUATION AT DALLAS 


Senator Dirksen. What is the status of the remodeling situation 
at Dallas? 

Mr. Encar. I am R. M. Edgar, Assistant Administrator for 
Construction. 

The first phase of Dallas was a complete new 500-bed hospital. 
It is completed and is operable. The second phase is remodeling and 
adapting the present buildings to fit into the 500-bed hospital. Those 
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plans are practically complete and should go on the market very 
shortly. 

Senator Dmxsen. How long would it take to complete the work! 

Mr. Enear. Then it would take probably 1144 to 2 years to com- 
plete it. I cannot prognosticate the strikes, shortages in material, 
the weather, and so forth, but it should be about 2 years. 

Senator Dirksen. Two years / 

Mr. Epear. Yes, sir. 

Mr. Hietry. That about covers it. The rest of it is that we really 
believe that the $2 million should be eliminated. 

Senator Porrer. What is the purpose behind the $2 million? Would 
that be to keep McKinney as a permanent hospital? 

Mr. Hietxy. That is right; yes. 

Senator Porrer. And I assume that the $2 million is just the be- 
ginning, if that were going to be done. Would the $2 million cover 
the entire cost of renovating the hospital ? 

Mr. Hietey. Approximately $2 million to $2144 million. Colonel 
Kdgar, is that correct ¢ 

Mr. Epnear. Yes, sir. We must first consider that this is an Army 
takeover, and I am sure you are familiar with those one-story buil 
ings. Some are frame with tarpaper roof, and some are frame but 
have a brick exterior. Some look very nice but they are completely 
of a 5-or-10-year life expectancy and have reached that now. This 
Army takeover hospital is a proposition of still having the one-story 
spreadout, which means more administrative and maintenance costs. 
[t is nonfireproof construction, and we are required by the 1931 law 
to build fire-resistive buildings. 

Senator Roserrson. Mr. Chairm: m, on that one-story spreadout, 
it may be that if it is a temporary structure it is more maintenance, 
but I have heard that some of these Federal doctors do not like to 
walk on the ground, but want an elevator, and want to get rid of the 
one-story structures and build skyscrapers. 

Senator Dirksen. The whole problem is this: That the prior ad- 
ministration and present administration have recommended deactiva- 
tion of the hospital at McKinney. It is operated presently only under 
a temporary order at your request until the facility at Dallas can be 
completed. You anticipated the facility at Dallas will be completed 
at the end of 2 years and at the end of that time you will not require 
the facility at McKinney; is that it? 

Mr. Hierey. That is it. 

Senator Ropertson. I think the committee should be assured of 
that fact. The chairman of the House committee evidently thought 
that they needed this hospital, so he wrote it in there so that they 
would have to keep it. They cannot spend $2 million in it and then 
throw it cosas. 

We understand that the new hospital at Dallas that you will have 
ready in 2 years will take care of your load and you could eliminate 
McKinney. 

DALLAS AREA WAITING LIST 


Mr. Hietry. That is correct. The waiting list, as we said, runs 
around 76 to 115 in the whole Dallas area. We are walking into a 
situation of whether we anticipate having hospitals additional to 
what we now have for non-service-connected. We have more than 
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enough to do our job. No service-connected man, as far as we know, 
is waiting for hospitalization, unless it is his own request. This is 
the only way we can look at it: We believe we will have plenty of 
beds in that area, abiding by the program which has been laid out 
for us. 

Therefore, we suggest that we follow the plan that has been laid 
out for a number of years now, approved by two Presidents, and elimi- 
nate that hospital. Of course, the closing of the hospital has a very 
serious impact on a community. That is one difficulty which we can- 
not get away from. 


PERCENTAGE OF BEDS FOR SERVICE-CON NECTED 


Senator Porrrer. Mr. Higley, what percentage of the veterans hos- 
pital beds are beds for service-connected disabled and what per- 
centage for non-service-connected ? 

Mr. Hieiry. As now used? 

Senator Porrer. Yes. 

Mr. Hietxy. It runs about 60-40. 

I will check with Dr. Middleton, the medical officer. 

Dr. Mipptreron. That is correct. 

Mr. Hictry. That is correct, as of a given day. 

Senator Porrer. What percentage of bed occupancy do you have 
throughout the country ? 

Mr. Hietry. About 90 percent, on an average. It runs from about 
85 in a general medical and surgical hospital where we have rapid 
turnover, into the 90’s for TB and NP hospitals, where we have longer 
stays. 

Senator Porrer. I remember last. year you had a problem as far 
as beds for mental patients. Has that been pretty well corrected or 
not ? 

Mr. Hictey. I did not quite understand that. 

Senator Porrer. A lack of beds for mental patients. 

Mr. Hictry. It is improving, I think, and we have 2 more hospitals 
that will be built as soon as we can accomplish it, 1 at San Francisco 
and 1 at Cleveland, both 1,000 beds. That completes our building 
program, except for replacements, that has been progressing over 
the years since World War IT. 

Would you answer Senator Potter’s question, Dr. Middleton ? 

Dr. Mippieron. The question of our non-service-connected mental 
subjects, of course, is still a very serious one. We have a waiting list 
of aproximately 15,000. That is a figure that cannot be substantiated 
at any given time because these patients will have been taken care of 
in their local community or State hospitals. So it does not mean that 
there are 15,000 veterans with mental conditions who are not cared 
for at a given moment. 

Senator Porrer. Are all of these non-service-connected cases? 

Dr. Mippteton. These are all non-service-connected, sir. So far as 
the service-connected veteran is concerned, he is either immediately 
taken into one of our own NP hospitals, or at Government expense 
placed in another civilian hospital. 
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RAPID TREATMENT CENTERS 


Senator Porrer: Have your rapid treatment centers been success- 
ful? 

Dr. Mippteron. They have been very successful. Again I must 
plead that the time is too short to say how the tranquilizing drugs 
are working to shorten the period of hospitalization and to delimit 
the relapses that oceur so frequently in mental disorders. 

We are seeing a very interesting phenomenon among our mental 
patients; namely, a certain segment of practically all our NP hospitals 
being turned over in increasing degree to active, intensive therapy, 
which is, of course, all to the advantage of the veteran with mental 
disorder, and which means, from the standpoint of expense, staffing 
and care, that there is a certain element of our hospitals that moves 
toward the G. M. and S. status, and, therefore, the NP hospital be- 
comes more expensive by reason of this intensive therapy. 

Senator Porrrr. There is a program that many people have a great 
deal of faith in. I have no personal knowledge of it. It is called 
recovery, or sort of a self-help program with mental patients. 

People who are interested 1n this program claim that it is impossible 
for them to work with patients that are in veterans’ mental hospitals; 
is that corect? If so, would you tell me why? 

Dr. Mippteron. To this particular measure, I cannot understand 
the lack of cooperation because we have, as you know, these various 
elements in our hospitals that work toward rehabilitation. I am not 
quite clear as to what this particular element is—but it probably con- 
stitutes some organization with a special mission. 

We have the closest relations with all civilian agencies in our foster- 
home care, in our trial visits, and in our in-and-out living of these 
patients who are being. resocialized, rehabilitated. I am not quite 
clear, Senator Potter. 

Senator Porrer. To be frank with you, I do not know too much 
about it other than the fact that some people, and I know the head of 
the Mental Health Institute is very familiar with it, have proven 
results. It is something along the line, apparently, of the AA, Alco- 
holics Anonymous. 

Dr. Mippieron. The self-help, of course, presupposes that you are 
placing this patient who has a mental disorder first on a basis of mem- 
ber employment within his hospital. We have certain cottages or 
patterns where they have their own community within the hospital 
prior to discharge, and then, as I say, we have these several mecha- 
nisms by which the patient is brought over into contact with society 
through our social workers and the close cooperation of the community 
social worker. 

It is a very extensive program within our organization. And there 
are foster homes, trial visits, and in-and-out living 

If there is another agency that we could use to advantage, we would 
be only too happy to explore it. 

Senator Porrer. I would appreciate it if you would look into that. 


NASHVILLE HOSPITAL FACILITIES 


Senator Dirksen. With reference to Nashville, Mr: Higley, I take 
it your program called for the replacement of 8 hospitals on a timing 
basis that you would think would be most effective, and that only 3 
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are included in the 1957 estimates, and it does not include the one at 
Nashville. So you are recommending the deletion of $1.5 million for 
Nashville on the ground that that will come at a later period; is that 
correct ? 

Mr. Hictery. One year later. 

Senator Dirksen. In the 1958 budget? 

Mr. Hictery. Yes, sir. 

Senator Dirksen. So you are recommending that $1.5 million, or 
$1,500,000, also be eliminated ? 

Mr. Hiciey. For the reason that if this amount is included, we 
will feel compelled to try to put it into a program which is already as 
heavy as we think we should attempt for the next year. We would 
like to put it off for another year. 


CHAPELS 


Senator Dirksen. You want to keep the extra money for chapels, 
but you want to build them and improve them wherever you think 
the need is greatest, without having them earmarked ? 

Mr. Hietxy. That is correct. We believe in chapels very sin- 
cerely, but studying out patient load and the character of the patients, 
we believe that putting adequate chapels in NP hospitals is more 
important than in, for instance, a G. M. and S. hospital where a 
patient’s stay is short. 

We are very happy to have this money, but we would like to feel 
free to use it where we think it will do the most good. 


CLEVELAND SITUATION 


Senator Dirksen. You have one more item left under specification 
5 with respect to Cleveland. What is the situation there? 

Mr. Hictey. We are finally proceeding with the Cleveland Hos- 
pital and, for your information, it is going to be on the Wade Park 
site. 

The suggestion is made in the House report that in the Cleveland 
area we should have 1,000 G. M. and S. beds. We have a TB hospital 
at Brecksville. We are building the 1,000-bed NP hospital also near 
Brecksville. The hospital at Wade Park will be a replacement for 
what we call the Crile Hospital, a G. M. and S. hospital. At the Crile 
Hospital we now have 852 beds of which 158 are NP. Of course, 
as soon as we get the new Brecksville NP hospital built, the NP cases 
will go into that hospital. We will also have at Brecksville 125 G. M. 
and S. beds, although they will be used quite generally for the NP 
patients. 

We propose, however, to build just a 500-bed hospital, replacing the 
old Crile Hospital. Really, when it is all said and done, this decision is 
based on our belief that we can take care of our work there with that 
size hospital. At the present time, as we have said before, there is no 
waiting list for service-connected cases. , 

As of February 28, this year, there were only 75 applicants for 
general medical care, awaiting admission, in the State of Ohio, of 
which 19 were in the Cleveland area. When dicussing a G. M. and 
S. hospital where there is a rapid turnover, those figures represent 
practically no backlog. 
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Some cases are in for only 5 or 6 days. Long-term patients are not 
generally in a G. M. and S. hospital. This suggestion of 1,000 G. 
M. and S. beds for the Cleveland area, by the way, 1s only in the report. 
It is not in the bill. It is not a mandatory provision. But we do 
want to report to you that as we view the situation it is not our inten- 
tion to increase the size of that hospital. Of course, if Congress thinks 
otherwise, that settles it. 

Senator Dirksen. So the net of item 5 on page 1 of your state- 
ment is that you recommend the deletion of the $3,500,000 for the 
hospitals at Nashville and Cleveland ? 

Mr. Hietry. That is correct. And we gladly accept the $435,000 
which was added by the House committee for the chapels. 

Senator Dirksen. Have you finished item 1, the first specification, 
with respect to the reduction of personnel in the Insurance Depart- 
ment? 

Mr. Hieiey. Yes, sir. 


INSURANCE CENTER 


Senator Dirksen. Item 2 is the reduced personnel for the insurance 
center here in Washington, D. C. 

Mr. Hierey. The Insurance Center, Senator, operates the United 
States Government life insurance policies, World War I insurance. 
They also not only operate the master index file for all of our insur- 
ance work, but they do work for all the other insurance offices of a 
centralized nature. 

$441,771 was taken off by the House committee. As I recall their 
discussion at that time, I think they felt that the office here was not 
as efficient as those out in the field, for some reason or other, and then 
I think they thought it should be combined with the other offices. 
Perhaps this cut was to be the urge to consolidate. 

We have studied this suggestion. We do not believe it is a good 
idea. We are going to keep studying it, and if it develops that we 
can save money or give better service, we will go ahead with such a 
program. 

Senator Dirxsen. Is not the House contention a reflection of the 
old recommendation in the Hoover report, that the man-hours in the 
insurance contracts were too high compared with private insurance 
companies ¢ 

Mr. Hietry. They did not mention the Hoover report, but they 
did compare this office with our field offices. Our activity here is a 
very heavy one now. World War I veterans are coming to the age 
where they are concerned about their policies and their annuities, or 
whatever it may be. This work is, if anything, increasing. 

I really believe that while we will most definitely promise to study 
this and be as alert as possible to doing our job a better way if it can 
be found, we honestly feel this $441,000 cut is ill advised. At the pres- 
ent time, in the insurance center as of February 29, we had 784 people. 
We anticipate reducing this to 690 for 1957. That is, we anticipate we 
can dothat. That is what our budget request was based upon. 

However, if we are made to have this additional cut of $441,000, we 
would have to eliminate 118 people. We just do not think it is in the 
cards. Again I want to stress that all of this is worked out on work 
measurement, a very, very careful evaluation of the needs for per- 





INDEPENDENT OFFICES APPROPRIATIONS, 1957 441 


sonnel. I do not know just how the committee arrived at this cut, but 
we would very sincerely request that that amount be put back in the 
bill. 


If the money can be saved, I will assure you that we will try to save it. 


VETERANS BENEFITS, CENTRAL OFFICE 


Senator Dirksen. Your next item is the reduction in the central 
office. 

Mr. Hiatey. That is the central office of veterans benefits. 

We have an average employment during 1955 of 677, and we are 
requesting 600 for next year. You can well imagine that with these 
programs we have and the changing workloads, as, for instance, in 
loan guaranty, which is in a flux at the present time, it requires very 
strict management. We want to go slowly in eliminating people here 
in this department if we feel it is going to have a bad effect on accom- 
plishing good work in the field. 

We have re eally been pretty severe with this department already in 
eliminating personnel, and we intend that they shall not have more 
personnel than they actually need. However, in spite of all of our 
planning, this reduction would mean we would have to eliminate 66 
more employees, and we think it is ill advised. 

Senator Dirksen. You are dropping 77, between 1956 and 1957? 

Mr. Hieury. Yes. 

REGIONAL OFFICES 


The next item refers to our regional offices, which is in the same 
branch of our work, and there they lopped off $1 million. 

I would like to say this: The theory of the new reorganization 
which, you will remember, came in in 1953, was to dece ntralize, giving 
the managers more authority, and giving them authority to spend their 
dollars wisely. It is working quite well. I believe our managers are 
doing a better and better job right along. 

However, we would like to let them try to make improvements and 
not try to force them down their throats. Work measurement out in 
the field is their tool as well as ours, to find out what personnel they 
need to do the job. 

This $1 million cut may not seem much considering the number of 
employees, 22,215 people in the field as of March 31, 1956. We do not 
want excess personnel. There may be merit to the possibility that we 

can make further savings. As a matter of fact, on this item we are 
proposing a 50-50 split. We are asking for a restoration of half 
of it, and we will try to absorb the other half. 

We have one program of claims review which we think is very 
important. 

It is merely, in a nutshell, to see that every veteran gets what he 
has coming, and that he does not get anything if he does not have it 
coming. 

We are correcting a lot of mistakes that were apparently made soon 
after World War II when there was such a terrific rush of applicants 
for benefits. 

So this is an overall cut. We are just suggesting that— 

All right, neither one of us can tell about these workloads. We cannot antici- 


pate, for instance, loan guaranty, because it goes up and down depending upon 
conditions over which we do not have much control. 
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We are saying— 


Well, we suggest that we split the $1 million cut. We will try to meet you 
halfway in your thinking, if you will meet us halfway in ours. 


OTHER COSTS 


Shall I go to the next item ? 

Senator Dirxsen. Yes. 

I notice that the House committee thinks your costs on nonpersonnel 
items is higher than other agencies. 

Mr. Hietry. Yes. There is a reduction of $200,000. I think it was 
not called to their attention that in that item is included amounts we 
pay under the law, as, for instance, paying the schools for reporting 
and other such expenses, which account for over 40 percent of that 
whole amount. 

We try to watch an item of this kind very closely. We have no 
way of knowing what the committee thinks the costs should be. How- 
ever, we have been thinking that we have done a rather good job 
because we have actually come down at the same time that we have 
had to pay out more money for employee travel all the way across 
the board because of the increased amounts which Congress now 
provides. 

We would request that that $200,000 be put back in. 


RESEARCH ON AGING PROBLEMS 


Senator Dirxsen. Mr. Higley, before you go to the item No. 3, and 
I must go downtown for an appointment directly, at which time I will 


ask Senator Potter to take over, there are communications I want to 
put into the record. The first is from E. V. Cowdry, of St. Louis, 
Mo., who signs himself as chairman, medical and scientific committee, 
American Society for Aging. He says he has not observed any rec- 
ommendation on your part for an increase in VA medical research 
funds. I suppose I should address this question to Dr. Middleton. 

His particular interest, of course, is research and studies in the 
general field of aging. 

Ts there some comment you wish to make at this time? 

They will be placed in the record at this point. 

(The communications referred to follow :) 


PALM BEACH, FLA., March 12, 1956. 
Senator CArt HAYDEN, 


Chairman, Appropriations Committee of the Senate, 
Washington, D. C.: 

H. R. 9739 reports no recomendation for increase in VA medical research 
funds so that carefully planned study of aging has to be abandoned. Hope you 
will urge reconsideration of this action. 

E. V. Cowpry, 
Chairman, Medical and Scientific Committee, 
American Society for Aging. 


Sr. Lovis, Mo., March 15, 1956. 
Senator Cart HAYDEN, 


Chairman, Appropriations Committee of the Senate, 
Washington, D. C. 
DeAR SENATOR HAYDEN: On Tuesday I sent you from Palm Beach a hurriedly 
written telegram urging reconsideration of H. R. 9739 which reports no recom- 
mendation for increase in the VA medical research funds. In consequence 
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of this, carefully planned studies of aging may have to be abandoned. Some 
personal identification is desirable but I should not have referred to one of my 
present jobs in this conection and I hope you will excuse me. 

Suffice it to say that I have been engaged in work on the problems of aging 
from several aspects including cancer. In 1951 I served as president of the 
Second International Gerontological Congress held in St. Louis and in 1951-52 
I was sent to India as State Department adviser on cancer. 

It seems to me self-evident that the VA faces many difficulties in giving the 
best possible medical service to the rising tide of older veterans. More informa- 
tion, obtained through research, is needed. I am writing you as one of many 
citizens who probably think as I do. 

Yours sincerely, 
E. V. Cowpky. 


ADVISORY COMMITTEE ON PROBLEMS OF AGING 


Dr. Mippteron. Dr. Cowdry is an authority on the problems of 
aging. He is recently of Washington University. We have enlisted 
his cooperation as Chairman of our Advisory Committee on Problems 
of Aging. This, I think, is a reflection of his general interest rather 
as to his specific interest. 

‘The fact remains that there is, as you see in this particular represen- 
tation, a request for a restoration of certain funds that might impair 
our research program. We have $353,000 that has been cut back in 
the request of our budget for 1957, and that applies to salary increases, 
but also there was a request for a $300,000 increase in research funds 
and $200,000 in education. 

It is our earnest desire to have that total amount supported, and it 
can only be supported if that $353,000, or $353,400, is restored. 

Senator Dirksen. That, however, Doctor, was a budget cut and not 
a House cut. 

Dr. Mippteron. That was a reduction by the House from our budget 
request. 

RESEARCH FUNDS 


Senator Dirksen. I wanted to put into the record at this point 
another letter from J. M. Hayman, Jr., the dean of the Medical School 
of Tufts University, Boston. He, however, protested the failure to 
include $300,000, I suppose for general research. 

Dr. Mippteron. That is the same item. 

Senator Dirksen. That is the same item, except Dr. Cowdry, of 
course, addresses himself particularly to the problem of aging, and 
Dr. Hayman, on the other hand, addresses himself to the general 
question. 

This letter will be made a part of this record at this point. 

(The letter referred to follows :) 

Turrs UNIVERSITY, 
ScHOOL OF MEDICINE, 
March 16, 1956. 
Hon. CARL HAYDEN, 
Senate Office Building, 
Washington, D. C. 

My Dear SENATOR HAybDEN: It has come to my attention that the appropria- 
tion requested for the research program in the Veterans’ Administration in 
H. R. 9739 has been reduced in the bill approved by the House of Representatives 
by $300,000. While I am most interested in Government economy, I believe that 
this is a poor place to try to effect a relatively small saving. The object of the 
research program in the Veterans’ Administration is to provide better care for 
the veteran patient. It accomplishes this in three ways: 
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First, the discovery of new methods of diagnosis and treatment is reflected in 
better patient care and shorter periods of hospitalization. 

Secondly, it is only by virtue of the research program that physicians of high 
caliber can be attracted to the Veterans’ Administration hospitals. In the last 
analysis the quality of care given the veteran will depend upon the quality of 
physicians who are in the Bureau of Medicine and Surgery. 

Thirdly, the research program permits those physicians who are in the Vet- 
erans’ Administration to continue their education and to broaden their interests. 
I have watched the development of the Medical Department of the Veterans’ 
Administration over the past 10 years with a great deal of interest. It is at the 
present time an outstanding accomplishment. In my opinion the present care 
given the veteran patients is on a par obtainable at any hospital in the country. 
However, this high quality can only be maintained by continuing to hold the 
highest caliber physicians. If my information is correct, the sum budgeted for 
research in the Veterans’ Administration hospitals has been lower in the past 
few years than it was in 1952. On the other hand the number of hospitals and 
the population of veterans in these hospitals has increased. In order to maintain 
the high quality of care which has been established for the veteran, I hope that 
serious consideration may be given to restoring this reduction in appropriation for 
research. 

Respectfully yours, 
J. M. HayMAN, Jr., M. D., Dean. 


HOUSE ACTION 


Mr. Hieiry. All of these cuts were made by the House Committee 
on Appropriations. 

Senator Dirksen. I thought you said a moment ago that it was cut 
by the budget. 

Dr. Mippieron. Our budget representations included these that 
went through the House. 

Senator Dirksen. I see. 

Senator Porrer. In other words, the $353,000, if it were restored, 
would cover the 2 items that Senator Dirksen mentioned ? 

Dr. Mipp_eron. That is correct. 

Senator Dirksen. Is that your item No. 4, Mr. Higley ? 

Mr. Hieiey. Yes. 

Senator Dirksen. Of course, we can be pretty nearly content with 
that situation. 

LOAN GUARANTY PROVISO 


Now you wish to go to your loan guaranty program. I am sorry 
I cannot be here to hear it. 

Mr. Hietry. That is only the elimination of some restrictive lan- 
guage. That is all that involves. It is simply that they have stipu- 
lated the amount of money, $17 million, that must be spent on the loan 
guaranty program. ‘The loan guaranty program has never suffered 
for want of money, because we have known it had to function properly. 
We do have trouble in getting the personnel who are qualified to do 
this type of work. They are not readily available. 

If their aim in putting that amount of money in there was to force 
us to spend up to that amount of money on this work, it will not 
accomplish that purpose. We probably will spend that amount of 
money as we anticipate our workload now. With this specific amount 
earmarked for a particular use we will have to set up more bookkeep- 
ing to see that that item is held aside, so that we know the offices are 
abiding by the restrictions. We will have to allocate those funds 
specifically on the basis prescribed. 
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I do not believe that it accomplishes anything to have included in 
the bill merely the statement that $17 million of our money shall be 
spent only for loan guaranty. You see, as | said before, we have been 
requesting our managers to use their best judgment to make use of 
dollars and manpower to accomplish the most results. 

Senator Porrer. In the present law, are you operating under a 
specific direction from the Congress to spend so much in loan guar- 
anty ? 

Mr. Kersey. The act for this current year does indicate that a cer- 
tain amount of money shall be available for the loan guaranty opera- 
tion, but it is worded differently. It does not have the same language 
as this bill would propose, which indicates that not less than $17,- 
646,000 shall be used for the loan guaranty. 

Senator Dirksen. Your objection is to the three words “not less 
than” which is a variation of the language carried last year? 

Mr. Ketsey. We would prefer it not be there at all, Senator, because, 
as the Administrator said, it does not permit flexibility. As an exam- 
ple, suppose we had $100,000 more than we needed in loan guaranty, 
and at the same time the vocational rehabilitation and educational 
program needed $100,000. We could administratively make an adjust- 
ment without going to the Bureau of the Budget or coming back to 
the Congress for an increase. 

The proposed language would present a technical problem, plus the 
administrative diflic ulties and expense that is involved if we have to 
keep this separate in all of our various field stations. 

Mr. Monk. About $17.5 million. 

Senator Porrer (presiding). So you may spend that much anyway, 
but you do not want your hands tied to be forced to spend it. 

Mr. Hieiey. That is correct. 

I believe whatever they may have had in mind or expected to ac- 
complish will not necessarily be accomplished, because it is not money 
that has caused this concern on getting the work done, but it is being 
able to get qualified personnel. I believe, Senator Potter, we have 
now been over all of the items that are listed here. 

Senator Porrer. I wish to thank you, Mr. Higley, you and your 
colleagues, for your presentation. 

The committee will meet this afternoon at 2 o’clock for all outside 
witnesses who might wish to appear on any items of the budget. 

We are concluded with the Veterans’ Administr ation, and we thank 
you. 

PHILIPPINES HOSPITAL 


We will leave the record open, Mr. Higley, on the matter of the 
hospital in the Philippines. I believe it would be better if you did 
comment on the proposed amendment of Congressman Teague. 

Mr. Hietry. We will make a recommendation one way or another 
and support it. 

Senator Porrer. That will be fine. That will be made a part of the 
record also. 

(The following statement was later submitted :) 

Following the hearings, the Administrator discussed the proposed amendment 
with Congressman Teague, and it was mutually agreed that such amendment 
would not be advisable at this time, pending further study of the amount and 
rate of expenditure of the funds to be required. 
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JACKSON, MISS., HOSPITAL 





Senator Porrer. At this point we will insert in the record a state- 
ment by Senator Stennis on the Jackson, Miss., hospital. 
(The statement referred to follows:) 


STATEMENT BY UNITED STATES SENATOR JOHN STENNIS ON INDEPENDENT OFFICES 
IN SUPPORT OF THE VETERANS HOSPITAL IN JACKSON, MISss. 


Mr. Chairman, I am very much interested in the planned veterans’ hospital 
in Jackson, Miss. The present hospital was taken over from the Defense Depart- 
ment in 1946, and the entire facility consists of outmoded temporary construc- 
tion. The Veterans’ Administration has made a thorough study of the existing 
plant and the need for a new hospital. They have determined that there is a 
critical need for a modern hospital and that it would not be feasible to remodel 
the existing buildings. The Veterans’ Administration has recommended the 
construction of a new hospital, and, i understand that the 1957 fiscal year budget 
request contains $1,172,000 for technical service and planning in connection with 
a new veterans’ hospital in Jackson, with actual construction to begin after the 
first of the year 1957. 

The Jackson, Miss., area is in critical need of this new veterans’ hospital, 
and I urge the committee to approve the full amount requested in the budget. 

Senator Porrrer. The committee will now be in recess until 2 o’clock 
this afternoon. 

(Thereupon, at 12:18 p. m., the committee recessed, to reconvene at 
2 p.m. the same day.) 


AFTERNOON SESSION (2: 20 P. M.) 
INTERSTATE COMMERCE (COMMISSION 
AMERICAN FEDERATION OF LABOR-CONGRESS OF INDUSTRIAL ORGANIZATIONS 


STATEMENT OF GEORGE D. RILEY, LEGISLATIVE REPRESENTATIVE 
LOCOMOTIVE INSPECTION 


Senator Magnuson. The committee will come to order. 

I certainly apologize for being late, but I just got off an airplane, 
and I am a little the worse for wear. 

We are scheduled to hear the outside witnesses on the independent 
offices appropriations. We have listed George Riley first. 

We will be glad to hear from you, George. 

Mr. Riley is the legislative representative of the A. F. of L. and CLO. 

Mr. Ritey. Mr. Chairman, I have two statements, one in connection 
with railway safety and locomotive inspection of the Interstate Com- 
merce Commission, and the other in connection with the appropriation 
for the civil defense needs. 

If I may give the one on the ICC first, I will appreciate it. 

Senator Magnuson. Allright. Fine. 

Mr. Rixey. In conjunction with the Railroad Brotherhoods and our 
railroad unions, we ask for amounts sufficient to assure greater safety 
on the rail lines. 

This matter now has become an issue of public concern on at least 
two major eastern lines. ‘Trains are chronically far off their schedules. 
One railroad admittedly has far two few locomotives and one or more 
State agency has found the company does not have enough supervisory 


personnel or inspection and repair employees at terminal and inspec- 
tion points. 
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We ask that all necessary funds be provided to remove doubt that 
railroad safety and locomotive inspection will be amply provided and 
that such funds be clearly earmarked, both for salaries and travel ex- 
pense. Any transfer of funds from these purposes can only weaken 
the safety structure the Congress proposes. 

As matters now stand, there 1s overinspection in some areas and 
underinspection in others due to adequate allowance for such purpose. 

The ICC is hampered now by having only 7 travel days a month for 
safety and only 9 days for locomotive inspection. The 1957 budget 
would grant only 12 days for safety and 12 days for inspection. 

We believe that approximately half of each calendar month in travel 
status for both purposes, or 16 days, is necessary to do the job com- 
pletely. This would mean approximately $350,000 is needed for 
safety and around $207,000 for locomotive inspection travel is needed. 

Your committee knows better than I can state that the new travel 
allowance increased from $9 to $12 a day and the 714 percent increase 
in salaries means a greater sum even for the same results as in pre- 
vious years. 

Away from headquarters, the cost per inspector a day is $19.42 for 
a section in railroad safety and $18 for a section in locomotive inspec- 
tion, the $12 per diem included. 

Whereas formerly there were 65 inspectors inspecting 34,000 of all 
classes of locomotives, there are only 58 and only 89 formerly on 
safety work. 

All this comes at a time when both steam and other than steam 
locomotives are showing the greatest number of defects. The record 
shows that in fiscal year 1955, 914 percent of other than steam were 
defective, the highest since 1931 when the percentage was 6. And 
for steam, 914 percent were defective in 1955 as against 6 percent in 
1951, and with 1955 the highest for any year in that 24-year period. 
Therefore, we request ample funds fully earmarked. 

Only recently, the Connecticut Publie Utilities Commission declared 
that one of the major railroads in that State is guilty of “unsatis- 
factory performance” of passenger trains. 

Among the complaints lodged against the road was: 

1. Equipment failures, indicating lack of proper maintenance. 

2. Insufficient supervisory personnel. 

3. Insufficient number of employees inspecting the repairing equip- 
ment in coaches. 

This report, in our opinion, Mr. Chairman, plainly relates to inter- 
state rail movements as well. 

Senator Magnuson. George, we covered this point quite thoroughly 
when the ICC was up here. 

Mr. Ritey. Iam sure you did. 

Senator Magnuson. And to justify your further plea, we found 
that they have about 4,000 points to inspect in a given year, and that 
last year they had to let some of them go, because they just could 
not make them all. And we also discussed the question of the 16 days, 
‘ather than the 12. It seems to me, though I cannot speak for the 
committee, that at least 15 or 16 days would be necessary, and secon «ly 
at least a number of days to cover every point that they have, which 
is some 4,000-plus. 

Mr. Ritey. Well, we hope it is 16; because it is pretty well 
agreed 

76535—56——29 
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Senator Macnuson. They used the figure 16, and when we cleared 
the ICC members they agreed that 16 w ‘ould be the minimum number 
of days to do the job well. 

Mr. Riuzey. Thank you, Mr. Chairman, for those remarks. 

Then in connection with the appropriations for civil defense: 


CIVIL DEFENSE 


Soft words and laughter from behind the Iron Curtain have not 
caused us to lose interest in this Nation’s defense. We have continued 
at every turn to call for ample funds with which to operate the civil 
defense program at all levels and stages. We have maintained that 
civil dafenee’' is the primary obligation of the Federal Government 
under the common defense clause of the Constitution. It has taken 
some time for this standpoint to gain wide acceptance in official quar- 
ters, but there is a new look and a new concept. 

The administration no longer claims the cities and States have the 
prime responsibility for promoting civil defense. The most valuable 
contribution to our position came last year in the form of a staff report 
on civil defense and urban vulner: ability submitted to the Commission 
on Intergovernmental Relationships, which report was transmitted 
by ¢ ‘hairm: in Meyer Kestnbaum to President Eisenhower. Much in 
the report commends itself, including the statement in part that: 

The present policy establishing civil defense as the responsibility of the States 
and their political subdivisions has been unsuccessful. This has made civil 
defense a “stepchild” of national defense and has brought it inadequate support 
at all levels of government. If civil defense is part of national defense, then 
the National Government must assume a greater responsibility than it now has. 
At the same time, however, the States and their political subdivisions should 
continue to have significant responsibilities. The regular governmental estab- 
lishments at all levels must be significant components of civil defense 
organizations, * * * 

In Operation Alert 1955, the American Federation of Labor was 
the only group in W ashington, D. C., outside of the Government which 
engaged in a theoretical relocation of files to Richmond, Va., and the 
actual practice of evacuation. 

Mr. Chairman, I have been in close consultation with Mr. George 
J. Richardson, secretary-treasurer, International Association of Fire 
Fighters, who as a member of the National Civil Defense Advisory 
Council, appointed by President Eisenhower, and as a member of 
the Labor Advisory C ommittee to Governor Peterson, and thr ough his 
work over a period extending from the original organization, which 
was known as Civilian Defense and c1 reated in 1940, is one of the 
outstanding authorities on civil defense in the United States today. 

Mr. Richardson advises me that events of the summer and fall of 
1950, which resulted in the Korean war, were such that the President 
of the United States by Executive order, created the Federal Civil 
Defense Administration for the future protection of the United States 
civilian population. On January 12, 1951, Public Law 920 became 
effective, and put into effect the law which now regulates and directs 
the operation of civil defense in this country. On May 7 and 8, 
1951, the American Federation of Labor and the C ongress of Indus. 
trial Organizations, together with other labor organizations, partici- 
pated in a conference ‘with the Civil Defense Administrator. As a 

result of the conference, a Joint Labor Advisory Committee was set 
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up to consult and advise the Administrator on matters pertaining to 
labor participation in civil defense. This committee reported to the 
United Labor Policy Committee. 

This Labor Advisory Committee, therefore, was able to work 1 
unity long before the merger of the two great labor dietaldineabieten 
in December of 1955. 

At the time of the creation of the joint committee, George J. Rich- 
ardson was advised by President Truman that he had been appointed 
by the President as a member of the United States Advisory Council 
on Civil Defense in accordance with Public Law 920. In August 
of 1954, he was reappointed by President Eisenhower. 


WORKABLE CIVIL DEFENSE PLAN AIM OF ORGANIZED LABOR 


Mr. Chairman, I think these facts are necessary to show the interest 
and determination of organized labor to secure a workable civil-defense 
plan for the protection of its members and the protection of this Nation. 

The Labor Advisory Committee to the Civil Defense Administrator 
has had as members, top officials of the American Federation of Labor 
and Congress of Industrial Organizations. Both President Meany 
and Secret: ary-Treasurer Se hnitzler have actively participated in its 
deliberations. 

During the past 5 years, much has been said of the manner in which 
civil defense has soniedted: criticism on one hand and apathy on the 
other. Few people who criticize offer any real solution. Few people 
are aware of the real problems. Few people are aware of the tre- 
mendous development of nuclear weapons. Few people have any real 
knowledge of the destructive ability of hydrogen bombs. Few people 
have any knowledge of the fallout dangers of atomic and nuclear 
explosions. I have just mentioned a few ‘of the problems that we are 
confronted with in planning civil-defense measures. 

Last year labor officials and others were invited to Yucca Flats to 
see an actual atomic explosion. 

Quite logically, at this point the question could be asked: What is 
Russia doing to prepare itself? Well, the Washington Daily News of 
March 5 reports that the Encyclopedia Britannica’s 1956 Book of the 
Year has a 30,000-word report by former Senator William Benton of 
Connecticut. Mr. Benton wrote it after a firsthand study of the 
Russian education and propaganda techniques. Mr. Benton reports 
that the Russians seem to have discovered a formula more dangerous 
to us than the hydrogen bomb. He calls the process the most stu- 
pendous experiment in psychological manipulation ever attempted, 
and that it is succeeding with the average citizen. He reports also 
that in 1953 Russia employed 375,000 full-time, and 2,100,000 part- 
time propagandists, totaling the size of the United States Army. 
Another 10 million intellectual and professional workers were expected 
to propagandize for the Communist Party. 


RUSSIAN STUDENTS 


Russia today has 4,300,000 students in colleges and universities, 
nearly double the United States 2,500,000. He reports that 90 percent 
are on State scholarships. 

The result is that Russia is turning out more and more trained spe- 
cialists and scientists who are loy al and unquestioning believers in 
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their government and in communism. Today, in the United States 
we are advertising for and seeking specialists and scientists for our 
industries everywhere. Our colleges and universities are not provid- 
ing anywhere near the number we need if we are to maintain our leader- 
ship. Mr. Benton also indicates that the Soviet leaders are succeeding 
to an alarming, and even terrifying degree in their aim to conquer the 
world with ideas rather than bombs. 

As a member of organized labor, that type of attack would relieve 
me of a lot of worries, because I am sure that everyone here is con- 
vinced that no amount of propaganda could convert us to the Com- 
munist theory of government. However, I for one am not convinced 
that their buildup of war materials, airpower, hydrogen bombs and 
the manpower necessary to produce them, will be lessened to any 
degree. 

Their hope for world domination lies in their having et 
over the other nations in every aspect of war potential. Our prospects 
for survival in any event, depend on the abiilty of the Government - 
develop plans that will enable our citizens to make whatever prepar: 
tions are necessary, regardless of the type of attack that may be ads 
on the United States, whether by air or by propaganda emanating out 


of Russia. 
POSITION OF LABOR TO CIVIL DEFENSE 


Having had great experience in the field of civil defense, Mr. 
Richardson was “asked by the officials of the A. F. of L. and CIO to 
prepare for consideration of the convention last December, the posi- 
tion organized labor should take in relation to civil defense. This 
report was prepared, presented to the convention, and approved. The 
report and resolution as approved are as follows: 


Organized labor has supported civil defense from its very beginning in 1940, 
In the planning and programing of civil-defense procedure, representatives of 
organized labor have been consulted. Representatives of organized labor have 
been called upon to help plan the protection of civilians and the restoration of 
industries and service facilities that may be destroyed or interrupted. 

Since 1951 organized labor has expressed its official support of civil defense 
through a Labor Advisory Committee to the Federal Civil Defense Administra- 
tion which is a committee broadly representative of organized labor. Meetings 
have been held from time to time with the Civil Defense Administrator for the 
purpose of expressing the position of organized labor on the problems of civil 
defense and its effect on the membership of organized labor. 

Organized labor has long taken the position that civil defense is a I"ederal 
Government responsibility in exactly the same way as military defense. Organ- 
ized labor believes that the Federal Government must take the leadership in 
civil defense if we are to avoid chaos in the event of war. Changes in the 
civil defense Public Law 920 are necessary in order to bring this about. 
The development of nuclear weapons since 1950 makes this change absolutely 
necessary. The area of destruction possible with nuclear weapons is such that 
recognized geographic lines or political subdivisions cannot be recognized or de- 
fense set up on such outmoded procedures. Organized workers who work in 
plants and live in critical target areas cannot be regulated on the basis of State, 
county, or city lines. Leadership in developing civil-defense programs for such 
industrial areas must of necessity come from plans developed by Federal Govern- 
ment authorities based on a knowledge of an enemy’s ability to penetrate into 
such areas. 

Organized labor has offered its resources and manpower to assist in the de- 
velopment of an adequate civil-defense program. Organized labor insists that 
the civil-defense program which it regards now as a nationwide survival program 
must be based on the American concept of equal partnership and equal responsi- 
bility for all who share equal danger. 
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The reality of the situation and the grim dangers we face make it mandatory 
that the first convention of the united labor movement under the banner of 
the AFL-CIO call upon the Congress of the United States to pass a new Civil 
Defense Act which will provide that: 

1. The primary responsibility for civil defense rests with the Federal Gov- 
ernment in the same manner as provided in the United States Constitution for 
the common defense of the Nation. 

2. The Federal Government be responsible for giving direction, service, and 
financial assistance to the States, counties, and communities for developing 
civil-defense plans in line with the Federal responsibility. 

3. The Congress through the proper committees authorize and appropriate 
sufficient funds for these purposes. 

4. Congress authorized the Civil Defense Administrator to set up minimum 
standards of civil-defense preparation and facilities to maintain them, such 
standards to be maintained subject to civil defense inspection in order to qualify 
for Federal aid in any respect. 

5. Congress be directed to provide proper protection wages, and terms of 
employment, and workmen’s compensation for civil-defense workers who may 
be required to work or train in civil-defense procedures prior to or after an 
attack on any community. 


RESPONSIBILITY OF FEDERAL GOVERNMENT 


Senator Maenuson. That of course would not come under appro- 
priations. Do we have any law at all on that? 

Mr. Ritey. Frankly, I think we are pretty much at sea on a lot 
of things. 

It has taken several years, Mr. Chairman, to come to the point of 
admitting the responsibility of the Federal Government to the com- 
mon defense. If you remember, it has not been long ago when it 
was said that the common defense was a local problem and the 
Federal Government would be glad to coordinate. But we have 
taken the position throughout that it is in the armed services a 
national problem and should be conducted on an educational and 
preventives basis as much as possible on that level. 

We are glad to see that gradually the viewpoints are coming around 
to what we felt in the beginning should fix the 1 esponsibility. 

Senator Maanuson. We had the proposal that civil defense reim- 
burse other agencies, like the Department of Labor and other agencies 
that have been required to set up plans for civil defense. 

Mr. Rirxy. Well, you may remember that last year the Congress 
took the position, or at least the House committee took the position, 
that that was something that should be done opposite from the way 
it was proposed, and this year they have taken the position of the 
other side, so that we still feel that we are a little bit at sea on this 
reimbursement. We do know that there are important programs in 
the Public Health Service and in the Labor Department, which we 
think are most essential. 

Senator Magnuson. The two main ones? 

Mr. Ritey. Those are the two main ones, and they presumably 
would be reimbursable. 

Then there are two other points: 

6. Civil defense regional boundaries be revised to meet the reality 
of the Nation’s critical target area and fall-out potential as a result 
of the use of nuclear weapons. 

Direction of the civil-defense program will not be abandoned or 
delegated to the Armed Forces in the event of martial law or enemy 
attack. 
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I believe that a civil-defense program if approached and developed in this 
manner would solve the apathy that seems to prevail at this time on matters 
pertaining to civil defense. 

The policy and position of organized labor requires action on the part of 
Congress to make it effective. Such action as Congress takes will determine 
what can be done to maintain civil-defense measures. When Congress acts to 
provide an up-to-date and realistic program, based upon the knowledge and the 
ability of the Russian potential, it should be accompanied by a concerted effort 
to acquaint the people with all the facts. The program must be flexible and 
geared to meet improvements in the types of weapons available to the enemy. 

Finally, civil defense is a responsibility of the Federal Government and as 
such, the responsibility for making it effective must rest with the civil authorities. 
Federal, State, and local governments are operated and directed by civilians 
and to be successful, those who operate those political subdivisions must direct 
civil-defense operations whether it be in peacetime or wartime. Martial law 
is no solution to civil defense. Army officials have their wartime problems and 
cannot be expected to divert their efforts from wartime to civilian problems. 

You are in the firing line in any attack that is ever made on any community in 
the United States. Organized labor can always be relied on to do its part. 

The records of the last war prove our sincerity. 


HOUSE HEARINGS 


I have reviewed with interest the hearings held before the Independ- 
ent Offices Subcommittee of the Appropriations Committee in the 
House of Representatives. The AFL-CIO firmly believes in the right 
of Congress to weigh carefully each item coming before it in budget 
presentations, but we also believe in the case of civil defense that this 
agency continually finds itself in the position of not being able to se- 
cure from Congress sufficient appropriations to operate and plan an 
adequate and successful civil defense program. In the recent hearings 
before the House of Representatives several items appearing their 
budget request received severe slashes. For example, medical sup- 
plies, which appear under requests for emergency supplies and equip- 
ment are cut approximately $22 million. True, this was an increase 
for the entire emergency supply and equipment program of $9,350,000 
over 1956 appropriations. Nevertheless, as Governor Peterson indi- 
cated in his testimony, his requests are based on information and fig- 
ures furnished by his Medical Advisory Committee, composed of lead- 
ing authorities in the field of medicine and hospital administration. 


POSITION OF AFL-CIO TO BUDGET REQUESTS 


At this time, we would like to appear in the record, the position of 
the American Federation of Labor and Congress of Industrial Organ- 
izations, as regards the overall budget requests for civil defense. It is 
our belief that this committee should restore the budget request to the 
full amount, and determined effort should be made to hold all restora- 
tions in the tinal determinations of this appropriation. Criticism, as 
expressed in the House of Representative hearings, in our opimen 
are not justified. The warehousing program for stockpiling medical 
supplies is certainly a difficult problem to meet. As was explained, 
a good majority of the warehousing available is in congested areas 
which removes its desirability in civil defense planning. Dispersal 
of warehouses containing medical supplies from congested target areas 
and anticipated fallout patterns is a necessity. 

The criticisms concerning the firmness of the estimates for service, 
plans and research, while on the surface appearing to tbe justified, 
certainly are due more consideration in light of the depth and scope 
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of these plans. The thinking of the members of the Labor Advisory 
Committee on this particular yroject is that here will be found the 
necessary answers for much of the planning and assumptions neces 
sary in programing. 


PRESIDENT’S STATE OF THE UNION REPORT 


The President of the United States, in his report on the State of 
the Union, states that— 


Our Federal civil defense authorities have made progress in their program, and 
now comprehensive studies are being conducted jointly by the Federal Civil 
Defense Administration, the States, and the critical target cities to determine 
the best procedures that can be adopted in the face of an atomic attack. We 
must strengthen Federal assistance to the States and cities in devising the most 
effective common defense. 


In line with the President’s message, a summary of the budget requests 
presented by Federal Civil Defense would be briefly as follows: 


1. An accelerated and extended program of survival plan studies for the indi- 
vidual States and metropolitan target zones. 

A stepped up contributions program to improve disaster facilities and equip- 
ment of the States. 

An effective stockpile of civil defense emergency hospitals and other essen- 
tial materials to back up disaster needs of the states. 

4. Intensification and expansion of the public education and information pro- 
gram—‘the greatest mass educational effort ever undertaken in this Nation.’ 

Indeed, we are in complete agreement with the administration’s 
budget request for $25 million for the disaster relief fund of the Execu- 
tive Office of the President. We note in the presentation to the House 
S Representatives that during the calendar year of 1955, assistance 

yas provided to 15 States and to the Territories of Hawaii and Alaska. 
W e note further that during FCDA’s administration of the funds, 30 
States and 2 Territories have received disaster aid. 

In January 1953, Federal Civil Defense Administration was charged 
with the additional function of carrying out the provisions of Public 
Law 875 of the 81st Congress, an act which authorizes Federal assist- 
ance to States and local governments in major disasters and other 
purposes. Work in natural disasters has become a greater and greater 
responsibility to the Civil Defense Agency. 


RESCUE TRAINING 


Mr. Chairman, I would call to your attention a plan for rescue train- 
ing being discussed by FCDA having as the goal the utilization of or- 
ganized labor civil defense rescue. This plan i is still being developed 
but is far enough advanced that members of our Labor Advisory Com- 
mittee to FCDA see a concrete opportunity to develop within the 
framework of organized labor a training program geared to their 
training, skills, and capabilities. Rescue training and the work of 
rescue squads, many of them members of organized labor, have played 
important roles in the protection of life and property in the recent 
flood and hurricane disasters on both east and west coasts. 

From the ranks of organized labor, and more particularly from the 
ranks of the craft groups in the building and construction trades and 
metal trades, will come the heaviest demand for members of rescue 
teams in civil defense planning. 
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At no time in the past has the United States been faced with the 
necessity of preparing for the mass rescue of a large share of its popu- 
lation from shelters and from damaged structures that would result 
from widespread air attack, including guided missiles. No existing 
organization can be quickly expanded to do rescue work on a large 
scale, in the same manner that it will be possible to expand peacetime 
fire, police, medical, welfare, and engineering forces for civil defense 
purposes. 

SPECIFIC MANPOWER SOURCES 


An analysis of the problem of recruiting this resource of rescue man- 
power indicates a definite need for a change in policy from an approach 
aimed in the general direction of “Mr. John Q. Citizen, volunteer res- 
cue worker” to a directed and properly proportioned concentration on 
specific sources of manpower. 

There is a source of skilled manpower in the United States that could 
be trained in rescue to fill out the quota of 10,000 rescue squads con- 
sidered essential for minimum national rescue preparedness. This 
source is the skilled labor in American industry. Most skilled workers 
are members of accepted, socially responsible, organized labor unions. 
It is therefore advantageous and timely for FCDA to explore, with 
representatives of management and organized labor, the feasibility 
of implementing an organized labor recruitment program. 

It is apparent that the need for distinguishing organized labor from 
unorganized but appropriately skilled individuals, as the keystone 
of the program will arise. The reasoning that prompts this specific 
source as the correct area for implementing the program is twofold: 
(1) Organized labor assures a greater quantity and higher quality 
of skilled trainees than unorganized individuals and (2) since time is 
limited, a concerted effort that minimizes the number of contacts for 
recruitment becomes a primary factor in determining the most efficient 
channel of approach. By dealing with organized labor at the national 
union levels, agreements on a nationwide basis can be expedited. 

It is evident that organized labor has no peer as the most logical 
choice for recruiting and training adequate national rescue teams. 
These men now work in building trades and heavy construction. They 
are mechanics, equipment operators, riggers. They are all the workers 
whose skills are related to rescue. 


SCOPE OF PROGRAM 


An organized labor rescue program could be developed to recruit, 
train, and equip a minimum of 200,000 skilled workers over a period 
of 3 years and a replacement quota of 10 percent could be included 
asa part of the program. This program would be founded upon volun- 
teers from the membership of organized labor, now estimated at 20 
million. Of this total, 10 million are workers in industrial plants 
who have aptitude for rescue training. This would mean that only 
1 percent of the total membership would be used in the program. 
Tf it is deemed necessary to include more at a later period, there would 
be ample source of supply. 
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The steps suggested for carrying out the program are: 

1. State and local directors are provided with a quota of candidates 
for the rescue instructor courses at Olney. The candidates are volun- 
teers selected from large manufacturing plants on the basis of known 
skill and leadership. “The cost of training at Olney is borne by the 
company involved, preferably on a contributions basis with the 
Federal Government. 

2. Upon satisfactory completion of the Olney courses, these men 
return to their plants and set up inplant training. The cost of wages 
while in training would be borne by the company, preferably on a 
contributions basis with the Federal Government. 

Approved FCDA rescue equipment and tools, presently avail- 
able for State, local, or company procurement on a contributions basis 
with the Federal Government, are made a component of this program. 

4. The inplant re become an integral part of the local and 
national rescue cadre because they are qualified by experience and 
training to assume their role in rescue following a disaster. 


COST 


The only cost would be for the time spent by the employee on 
actual rescue training. As is usual for all inpl: unt training, work- 
men’s compensation for coverage while participating in this training 
program can be an extension of the workmen’s compensation. 


MINIMUM STANDARDS 


A determination of minimum standards would control such factors 
as: 

1. Selection of key personnel and the trainees at the plant, par- 
ticularly the standards of physical capacity, ability to work, both as 
teams in training and as individuals able to assume leadership as 
nee peneary when rescue reaches relatively large proportions. 

Uniformity of standards as prescribed by FCDA for amount and 
content of tr aining, including Facilities. There would have to be 
assurance that there is full and undivided use of the hours set aside 
for training. 

Title to equipment used for training and that available for post- 
att: nel operations. 

PILOT TESTS 


A suggested procedure for conducting these tests would be: 

1. Select a predetermined number of appropriately skilled person- 
nel in several geographical areas of the Nation. A total of about 10 
percent of 1 year’s quota should be adequate. 

2. Provide FCDA trained instructors who have completed training 
at Olney and are equipped with FCDA instructor guides. This 
would insure uniform training in all test areas. 

3. Evaluate the results of the training promptly upon completion 
of the test areas courses. Evaluation would be made by a committee 
comprising representatives of FCDA, industry, and organized labor. 
Recommendations would be made to the Administrator, FCDA. 
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CONCLUSIONS 


1. The problem of recruiting, training, and equipping a minimum 
civil-defense rescue service requires a solution that is realistic. 

2. This program provides the tangible incentive required of a real- 
istic solution to the problem. 

3. This program is a solution that assures a high degree of quan- 
tity and quality of rescue preparedness. 

4. This program obviates the need for time-consuming, costly con- 
tacts associated with other solutions. 

5. It is timely and feasible to explore the potential and the implica- 
tion of the program upon FCDA, State, and local civil-defense man- 
agement and amalae labor. 

We are merely pointing out what we believe is the problem, and 
we hope that in your wisdom you will grant ample funds to implement 
what is needed. 

Senator Magnuson. And then you also suggest, I notice, that we 
appropriate money for more pilot tests. 

Mr. Ritey. By all means. That is very important. 

Senator Magnuson. Any questions? 

Senator Dirxsen. I have no question, Mr. Riley, but I was going 
to say that 3 years ago in the Banking Committee we did not have 
the bill up. I was on the subcommittee at the time. It was in rela- 
tion to insurance as much as anything else, but a good many of these 
factors were considered at the time. However, no action was taken 
on the bill, and insofar as I know, it still languishes. 

Mr. Ritey. I might point this out: that that particular feature is 
not included so far as I know, in the current bill, which is about to 
come out or has come out of the Banking and Currency Committee, 
on insurance. I think it might be a wonderful time on the floor for 
the inclusion of anything you have in mind. Primarily that legisla- 
tion covers national disasters, but we feel, and said so before the com- 
mittee, that there are manmade disasters that we think should be 
insurable. 

Senator Dirksen. Thank you. 

Senator Magnuson. Mr. Johnson, as long as we are on the ICC 
item, I had better hear from you. 


INTERSTATE COMMERCE COMMISSION 


STATEMENT OF W. D. JOHNSON, VICE PRESIDENT AND NATIONAL 
LEGISLATIVE REPRESENTATIVE, ORDER OF RAILWAY CONDUC- 
TORS AND BRAKEMEN 


LOCOMOTIVE INSPECTION AND SAFETY 


Mr. Jounson. Mr. Chairman and Senator Dirksen, I have no pre- 
pared statement. I am just going to make a brief statement for the 
record. 

My name is W. D. Johnson. I am vice president and national legis- 
lative representative of the Order of Railway Conductors and Brake- 
men. I reside in Washington, D. C., and maintain an office at 401 
Third Street NW. 

I am authorized to speak for the Railway Labor Executives Asso- 
ciation, which includes all of the railway labor organizations, with 
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the exception of the Brotherhood of Locomotive Engineers. How- 
ever, Mr. Chairman, I would like for the record to show that I am 
also representing the Brotherhood of Locomotive Engineers. 

Senator Maenuson. The committee is to understand, I think, that 
all of the brotherhoods are in agreement on this. 

Mr. Jounson. Absolutely. Yes, absolutely. And, Mr. Chairman, 
it is my understanding that the representatives of the Interstate Com- 
merce Commission, Commissioner Clark and others, appeared before 
the committee and furnished for the record sufficient facts and figures 
to fully justify the request that we are making for the Bureau of 
Locomotive Inspection and the Bureau of Safety. And I am pleased 
to say that we are in full accord with the request made by the repre- 
sentatives of the Commission. And we sincerely hope, Mr. Chairman, 
that the committee will go along and grant this approximately 
$100,000 increase, all of which will be used for travel expense. 

Senator Magnuson. So that they can cover all these points and 
have approximately the 16 days. 

Mr. Jounson. That is right. Not less than 16 days. Because 
travel, so far as the Bureau of Locomotive Inspection and the Bureau 
of Safety are concerned, is the key. The key is travel. If they can- 
not travel, then they cannot perform the service that they are sup- 
posed to perform under the law. 

We are not selfish in this request. It is not only for the benefit 
of the employees. But the results that will be obtained mean much 
to the traveling public. 

So we sincerely hope, Mr. Chairman, that the committee will look 
with favor upon this request. 

Senator Macnuson. And you remember that last year we had great 
difficulty in breaking the ice in this matter, and this year they did 
a much better job, but they think they can do a real job if they have 
this item. 

Mr. Jounson. There is no question about that, Mr. Chairman, and 
we base that statement on experience. Some of us have been in this 
game a long, long time, and we know what it means. 

Now, Mr. Lampley, one of my associates, has a statement that he 
wants to file for the record, which contains some rather valuable 
information which we feel will be helpful to the committee in the 
further consideration of this all-important matter. 

Senator Magnuson. Then they have an additional $39,000 for safety 
inspection. 

Mr. Jonnson. That is right. The House gave us $39,000. Now, 
if we can get this other $100, 000, these men can travel and function 
as they were intended to function under the law. 


PREPARED STATEMENT 
, 
Senator Macnuson. You may put your statement in the record in 


full. 


(The statement referred to follows :) 
STATEMENT OF A. M. LAMPLEY 
My name is A. M. Lampley. I am vice president-national legislative repre- 


sentative of the Brotherhood of Locomotive Firemen and Enginemen. My office 
is at 401 Third Street NW., Washington, D. C. 
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My reason for appearing before you today is to urge that sufficient funds 
be appropriated to permit locomotive inspectors and railroad safety inspectors 
in the Interstate Commerce Commission to travel away from their headquarters 
at least 16 days per month. 

I am also authorized to speak for all of the railroad labor organizations 
comprising the Railway Labor Executives’ Association—which represents more 
than a million railroadmen in this country. 

Back in 1952 Congress appropriated enough money to permit the inspectors 
referred to to travel 16 days per month. This enabled them to frequently get 
to the many inspection points where railroad locomotives and other equipment is 
serviced. 

Since 1952, however, due to increases in per diem pay, the appropriation 
for travel has permitted fewer and fewer days on the road, until last year 
the locomotive inspectors could only be away from headquarters 9 days per 
month, and safety inspectors only 7 days. 

There are about 4,000 inspection points in this country where engines may 
be checked by Federal inspectors. Because of the small travel appropriation, 
some of these outlying inspection points were not even visited by an inspector 
during the year; and it is necessary that each inspection point be checked 
from time to time in order to keep the railroads on their toes in the important 
matter of keeping power in safe mechanical condition. 

Last year, the Federal inspectors detected more Federal defects on loco- 
motives—percentagewise—than at any time during the last 25 years. This is an 
alarming situation and indicates that closer supervision of railroad engines is 
needed to maintain safety on the railroads. 

Last year 15.9 percent of diesel and “other than steam” locomotives on the 
New York Central Railroad were found defective; on the Rock Island, 20.8 per- 
cent were found defective; on the Tennessee Central, 25 percent; on the New 
York, New Haven & Hartford, 29.8 percent; and, worst of all, on the Tennessee 
Coal & Iron, 83.3 percent of all engines inspected were found to have Federal 
defects. 

The Interstate Commerce Commission has urged more money for travel year 
after year. Repeatedly, this agency has asked that travel funds be increased, 
stressing the fact that more money is essential to permit the inspectors to prop- 
erly cover all locomotive terminals in their inspection districts. 

It has also been pointed out that any curtailment of inspection activities by 
reason of inadequate travel funds may be expected to have an adverse effect 
upon locomotive safety; and that latitude in travel and personnel should be 
provided by appropriated funds if the primary objective of the promotion of 
safety of employees and travelers upon railroads is to be accomplished. 

When this appropriation bill was before the House, that body granted the 
ICC permission to take $39,000 from the general fund and use it for safety and 
locomotive inspection activities. No additional money was appropriated, and 
the general fund needs every dollar to carry out the duties imposed on the 
ICC by law, including the vital safety features of the Bureau of Motor Carriers. 

What is urgently needed is enough money to permit the safety and locomotive 
inspectors to travel at least 16 days per month; and this much travel time is 
absolutely necessary if this safety organization is to function with the effective- 
ness and efficiency permitted by the 1952 appropriation, which provided funds for 
16 days of travel time for each inspector. 

It takes longer to inspect an engine today than it did some years ago. With 
the constant conversion of power from steam to diesels, more intricate mechan- 
isms are involved, and more time is required on each unit—to check the numerous 
controls, relays, and protective devices requires extreme care, and consumes 
more time than it does to inspect the ordinary steam locomotive. 

To show how the advent of the diesel has slowed up inspection, the ICC 
estimated that 106,700 locomotives would be inspected during the fiscal year 
of 1955. When the year ended, however, it was found that only 98,025 engines 
were actually inspected during this 12-month period—a shortage of 8,675. This 
was due to lack of funds to permit the inspectors to reach all the outlying 
terminals where locomotives are located, as well as more time being required 
on each diesel engine. 

There is one other request we have to make. We feel the funds for “Railroad 
safety activities” and those for “Locomotive inspection activities’ should be 
kept separate in order that there will be no chance of money for either activity 
being siphoned off for other purposes. 

This matter was taken up with Commissioner Clarke of the ICC who assured 
us the Commission would interpose no objection to wording which would separate 
the funds for the two activities as follows: 
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“* * * of which not less than $———— shall be available for expenses necessary 
to carry out railroad safety activities and not less than $— shall be 
available for expenses necessary to carry out locomotive inspection activi- 
ties *x * * 99 

The I¢ C has estimated that $1,162,393 will be necessary to take care of 
expenses necessary to carry out railroad safety activities, of which $283,350 
will permit 16 days of travel; also, $843,715 will be necessary for expenses neces- 
sary to carry out locomotive inspection activities, of which $209,908 will permit 
16 days of travel. 

By separating the funds as above suggested, and increasing the amount for 
travel to permit each inspector 16 days on the road each month. Federal loco 
motive and railroad safety inspectors will be able to carry on their activities and 
cover all locomotive terminals, which will insure a high degree of safety on the 
railroads of the United States. 

Mr. Lamprry (A. M. Lampley, vice president and national legisla- 
tive representative, Brotherhood of Locomotive Firemen and Engine- 
men). Mr. Chairman, I would like to correct some figures in my state- 
ment on page 4. We did not take into consideration in figuring this 
out the annual leave and sick leave. 

Senator Maenuson. All right. We will put that in the record. 

Mr. Jonnson. Thank you very much, Mr. Chairman, for the time. 


STATEMENT OF CLARENCE H. OLSON, ASSISTANT DIRECTOR, NA- 
TIONAL LEGISLATIVE COMMISSION, THE AMERICAN LEGION 


FUNDS FOR NATIONAL SECURITY TRAINING COMMISSION 


Mr. Orson. Mr. Chairman, I am not going to take a great deal of 
your time. I see you are busy today. T have three prepared state- 
ments by gentlemen who were unable to be present. Two of them are 
on the subject of restoration of funds for the National Security Train- 
ing Commission. One was prepared by Mr. Granville S. Ridley of 
Tennessee. 

Senator Magnuson. I will place that in the record in full. And I 
think that the committee understands the situation there. Congress 
did pass a law. 

Mr. Orson. That is right, sir. 

Senator Magnuson. And this program is now beginning, just be- 
ginning, as a matter of fact, under the Reserve bill. 

Mr. Orson. And I would like to say, while we are disposing of 
that, that it would be a mistake to eliminate the Commission, be- 

cause it is a link between the public and the military, and their duty 
is to see how this program is working and report back to the people. 
I think the people would like to see the Commission get the funds. 

Senator Magnuson. General Sarnoff testified on Friday and pointed 
out that as long as this Commission does operate we are getting almost 
$3 million worth of free time. And I noticed on the weekend over the 
television, other than Senator Dirksen appearing, 2 or 3 inserts ap- 
peared explaining what the young men can do with their time. 

Mr. Otson. Very fine publicity has been given to Armed Services 
Reserve Week. 

The third statement, Mr. Chairman, is one by Mr. Niel Allen, of 
your neighboring State of Sy egon, who is the chairman of our national 
civil defense committee. I don’t think it is nec essary to read it. I 
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would like to point out that the American Legion requests this com- 
mittee and the Senate to restore the funds that the House took away 
from the appropriation for civil defense. Everyone, I think, or nearly 
everyone, is criticizing civil defense today. I talked to young men 
out in the hall. It is sort of a vicious circle. The Congress says civil 
defense is not right, and civil defense says Congress is not doing right 
by not providing the money. 

I know it is not the concern of this committee, but later on we hope 
to testify before the appropriate Members of Congress on certain 
factors that are set forth in our resolution. One is to restore the civil 
authority after martial law is declared. The other is to make better 
use of surplus materials. And the third would be to get better co- 
ordination and more prestige for the program by, probably, making 
the Administrator of Civil Defense a Cabinet officer. 

We think that the program of civil defense may be one for national 
survival, and we certainly urge this committee to give the utmost 
consideration to the restoration of these funds. 

Senator Magnuson, The American Legion has always taken the po- 
sition, as I understand it, that what we spend is a pretty good premium 
on some good insurance. 

Mr. Ouson. Exactly so, sir. I believe that isall I have. If there are 
any questions, I would be glad to try to answer them. If not, I appre- 
ciate your courtesy. 

PREPARED STATEMENTS 


Senator Magnuson. We will place all of these statements in the 
record in full. Thank you very much. 
(The statements referred to follow :) 


STATEMENT OF NIEL R, ALLEN, CHAIRMAN, NATIONAL CIVIL DEFENSE COMMITTEE, 
THE AMERICAN LEGION, IN CONNECTION WITH HEARINGS ON H. R, 9739, INDE- 
PENDENT OFFICES, FISCAL YEAR 1957, COVERING CIVIL DEFENSE 


Mr. Chairman and members of the subcommittee, during the past several years 
your subcommittee has kindly allowed me to either appear in person or submit 
in statement form the sentiments of the American Legion in support of funds 
for civil-defense purposes. I appreciate this further opportunity today. 

I am proud to speak in behalf of and state reasons why the American Legion, 
an organization of nearly 3 million veterans, asks for the appropriation of ade- 
quate funds for civil defense. The American Legion’s interest in civil defense 
goes back to January 1941, when we sent a commission to London to obtain 
firsthand information on civil-defense operations there during the bombings of 
that city so we could offer constructive aid in a civil-defense program here in 
America. Our interest in and our desire to help achieve a workable system of 
civil defense has not waned. 

I am sure this subcommittee has observed the advancing need for protective 
measures for our civilian population and industry in the years following World 
War II and that you are entirely familiar with the many cogent reasons why 
civil defense has become an indispensable part of our insurance for national 
survival. 

Witnesses have already appeared before your subcommittee who have no doubt 
been in possession of greater knowledge of intimate facts surrounding proposed 
item-by-item use of the requested funds. I shall attempt no detailed explana- 
tion. My testimony is based upon the action of our 1955 national convention at 
Miami and upon what I read and what I derived from the many conferences and 
briefing sessions attended in my capacity of chairman of the national civil-defense 
committee of the American Legion. 

Appreciating that your subcommittee is primarily concerned with appropria- 
tions, rather than legislative study, I, nevertheless, want to state that the report 
of our national civil-defense committee contains recommendations in several areas 
where we feel study and effort must be concentrated. Among these are the 





INDEPENDENT OFFICES APPROPRIATIONS, 1957 461 


restoration of civil jurisdiction following attack with the imposition of martial 
law, efficient disposal of surplus materials to civil-defense agencies at all levels, 
and the elevated prestige of civil defense through establishment of a civil-defense 
Cabinet post. 

The American Legion looks forward to testifying before appropriate committees 
of Congress at a later date with regard to legislative aspects of civil defense. 

The matter before your subcommittee at this time is supported by the Ameri- 
ean Legion’s Resolution 374, which calls upon Congress to provide an effective 
civil-defense program. Funds are one of the prime requisites. Said resolution 
reads as follows: 

“Whereas the previous position of the Federal Government that civil defense 
is primarily a responsibility of the several States controverts the Federal Con- 
stitution, which clearly assigns the responsibility for the common defense to the 
National Government; and 

“Whereas it has been clearly demonstrated during the past 444 years that 
with the several States dependent upon each other for civil-defense support many 
States are neither financially able nor inclined to go along with the current 
Federal program which demands matching-fund participation to the degree neces- 
sary to provide adequate fallback support for their sister States: Now, there- 
fore, be it 

“Resolved by the American Legion in national convention assembled in Miami, 
Fla., October 10-18, 1955, That we respectfully memorialize the President and the 
Congress of the United States that special attention be paid to evacuation of the 
populace and adequate early warning radar installations and the recommenda- 
tion for adequate bomb shelters be provided. In furtherance, special attention 
be paid to a definite and adequate plan for industrial divisions of our civilian- 
defense program involved in the new concept of civil defense resulting from the 
greater destructive powers of presently developed weapons and make adequate 
plans to realistically provide an effective national civil-defense program to the 
extent necessary.” 

While I hold the opinion that the small appropriation requested by the Federal 
Civil Defense Administration bears no reasonable relationship to the importance 
of civil defense, I do place the American Legion on record as endorsing the budget 
recommendations and, therefore, urge that the subcommittee restore the $37.1 
million, the amount of reduction made by the House. 

The basis upon which the need for warning and protection of the civil populace 
was projected has grown more cogent during the past year. This is evidenced 
by the modest concession on the part of the Department of Defense that Russia 
has made and continues to make notable strides in the development of a new 
family of offensive weapons. 

Apparently it is generally agreed that last year’s display of Soviet Russia’s 
long-range strategic bombers of the Badger and Bison types are not, as originally 
presumed, prototypes. It is now conceded that Russia has these transonic bomb- 
ers in production. The news of the U. S. S. R.’s work in the field of interconti- 
nental ballistic missiles is, to say the least, disquieting and should serve to hasten 
our own efforts in this field for deterrent effect and in civil defense for the pro- 
tection of our fellow citizens. 

All along the line—in the air with long-range strategic bombers and super- 
sonic MIG-17 fighters: on the water with submarines, carriers, and missile- 
firing cruisers; and on the land with huge mechanized forces, Russia is building 
an overwhelming military power. Whether she chooses to use this force for 
blackmail to implement her foreign policy of territorial aggrandizement and 
revolution, or for attack when she feels the time propitious is a gamble the 
United States cannot afford. We must prepare now for any eventuality. Cer- 
tainly we all desire and will work toward peace, but one of the keystones for 
lasting peace is an effective civil defense that says to any potential enemy: ‘We 
are prepared to absorb the initial shock of attack and then to rebuild to grasp 
the ultimate victory.” 

The small appropriation of $123.2 million requested by the Bureau of the 
Budget pales into insignificance beside the nearly $36 billion defense budget. It 
certainly is no news to the subcommittee that without the civilian production 
facilities to keep the military pipeline full, we are not going to win any war. 
Yet, no one will disagree that civil defense is the coequal or partner of the 
military in deterring war. After all, that’s our big fight—to keep the peace. 

In conclusion, gentlemen, the American Legion has for many long years, and 
always at the risk of being called warmongers, urged upon the people and the 
committees of Congress the need for strength. Strength in our Army, Navy, 
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Marines, and Air Force; and since World War II in the defense system for all 
Americans—civil defense. This is an effort that we, our children, and possibly 
our children’s children may have to bear as the price of peace, or if you will, the 
pretuium on our freedom insurance. 


STATEMENT OF GRANVILLE S. RIDLEY, CHAIRMAN, NATURAL SECURITY TRAINING 
COMMITTEE OF THE AMERICAN LEGION, IN CONNECTION W1tTH HEARINGS ON H. R. 
9739—IN DEPENDENT OFFICES—FISCAL YEAR 1957, COVERING NATIONAL SECURITY 
TRAINING COMMISSION 


Mr. Chairman and members of the subcommitee; at its 1955 annual national 
convention, the American Legion passed two resolutions supporting the training 
program set up by the Congress of the United States in Public Law 305 of the 
84th Congress. The first of these resolutions called upon the Congress to re- 
store to the National Security Training Commission all of the functions and 
powers given it under Public Law 51, 82d Congress, with sufficient money to 
enable it to exercise these powers and carry out these functions. 

The second resolution pledged the American Legion through its more than 
31,000 posts and units to conduct an educational and recruiting campaign seeking 
to enlist in the Reserve the full number of recruits acceptable by the Armed 
Forces for this program. 

The American Legion believes that the continuance of the National Security 
Training Commission with ample funds to exercise its powers and to perform 
its functions is essential to recruiting for the successful operations of this 
training program. Public Law 305, known as the Reserve Forces Act of 1955, 
probably owes its existence to a report of this Commission. 

President Eisenhower himself reactivated this Commission by appointing the 
late Mr. Julius Ochs Adler of the New York Times as chairman, Dr. Karl T. 
Compton of Massachusetts Institute of Technology, and Mr. Warren H. Ather- 
ton, a past national commander of the American Legion, to fill vacancies on 
this Commission, and then on August 1, 1953, instructed it to report to him not 
later than December 1, 1953, emphasizing in his instructions to them the necessity 
for a report upon the feasibility and desirability of operating a military training 
program supplying trained nonveteran reserves while at the same time con- 
tinuing induction for service. 

In response to this directive this Commission made its 20th Century Minute- 
man report released on December 1, 1953, after having made an exhaustive study. 
This report covered 159 printed pages and shows that the Commission conferred 
with witnesses and obtained facts from the Department of Agriculture, the De- 
partment of Commerce, the Department of Defense, the Department of the Army, 
the Department of the Navy, the Department of Health, the Department of 
Labor, the Office of Defense Mobilization and 47 other subordinate bureaus and 
departments, and offices thereof. In addition, it heard evidence from scores 
of witnesses, including representatives of the American Legion. It is astound- 
ing that in this brief time and with the meager budget allowed it to operate 
that such a report could have been produced. It clearly shows that this Com- 
mission is operating upon an economical basis. 

During its brief existence the Government of the United States has procured 
on a nominal expense paid basis the services of such outstanding men as the 
three mentioned above and the present Commission, composed of Gen. David 
Sarnoff, chairman, and Commissioners Warren H. Atherton; A. J. Hayes; Adm. 
Thomas C. Kinkaid, USN (Ret.), and Gen. Walter Bedell Smith, USN (Ret.). 
To ask busy and important men such as these to work for our Government with- 
out adequate staff help is an imposition unworthy of our great Nation. 

At the present time the Defense Department seems to be making a sincere 
effort to recruit sufficient 17- to 1814-year-olds to fill its quota of 6-month trainees 
under Public Law 305 known as the Reserve Forces Act of 1955. Many patri- 
otic and public spirited organizations are seeking to educate the 17- to 18%4-year- 
old youth to the advantages of enlisting in this program. In Public Law 305 
the Congress, in its wisdom, saw fit to make this program limited in numbers 
and voluntary in participation. Therefore it is necessary that this educational 
campaign have the widest possible coverage and be conducted almost on a per- 
son-to-person basis. 

The National Security Training Commission, among other things, is charged by 
Publie Law 305 with reporting directly to the Congress of the United States upon 
the welfare, moral safeguards, and treatment of the trainees. In seeking to 
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recruit trainees because of their youth, it is necessary to overcome the misgivings 
of their parents, their educators, and their pastors as to the moral safeguards, 
welfare, and treatment of the trainees. In coordinating the efforts of all the 
organizations and individuals seeking these recruits the National Security Train- 
ing Commission is necessary. In seeking to enlist the support of the parents, 
educators, and pastors it is highly profitable to have the National Security Train- 
ing Commission, whose function is identically the same as these things. 

The National Security Training Commission has a staff of only 4 and it is 
necessary for it to pay the expenses of the Commission members on a basis of 
only $50 per diem while on active duty and as trainees are located in widely sep 
arated sections of the country, expenses for travel are also involved. Under 
these circumstances, the requested budget of $75,000 for the fiscal 1957 is very 
modest, indeed. 

The American Legion is spending thousands of dollars and hundreds of thou- 
sands of man-hours of work in seeking to make this program successful on the 
basis set out in Public Law 305, and it respectfully urges the subcommittee to 
provide this small budget in order to carry on the operations of the National 
Security Training Commission, which it feels will greatly assist in making it 
succeed. 


STATEMENT OF REV. FELTHAM S. JAMES, VICE CHAIRMAN, NATIONAL SECURITY 
TRAINING COMMITTEE OF THE AMERICAN LEGION, IN CONNECTION WITH HEAR- 
INGS ON H. R. 9739, INDEPENDENT OFFICES, FISCAL YEAR 1957, COVERING 
NATIONAL SECURITY TRAINING COMMISSION 


Mr. Chairman and members of the subcommittee, my name is Rev. Feltham §. 
James. I reside at 207 Calhoun Street, Charleston, 8S. C., and I am vice chairman 
of the national security training committee of the American Legion. 

At the outset I would like to thank you for permitting me to appear before the 
subcommittee in connection with your deliberations on the bill H. R. 9739, inde- 
pendent offices appropriations, for the fiscal year 1957. 

It has come to my attention that the House eliminated the budget for the 
operation of the National Security Training Commission. Such action is difficult 
to understand in the light of the efforts of the present time in the area of national 
security. I believe in economy in government, but let us not economize in any- 
thing that will affect the national security training program of our country. Any 
economy that has any detrimental bearing upon national security is in the end 
extravagance. I believe that the elimination of the vital work of this Commission 
will have a detrimental effect upon the national security program of our Nation. 

Provision for the National Security Training Commission assumed that it 
would be a continuous agency to advise the President and the Secretary of 
Defense and report annually to Congress with respect to the welfare, morals, 
health, and personal safety of trainees engaged in the 6 months of active duty 
training. The task of this Commission is not completed with the submitting of its 
recommendations on October 1, 1955. In order for the intent of the Reserve 
Forces Act of 1955 be carried out it is necessary that the budget for the operation 
of this Commission be continued. The Commission itself recommends that in 
order to implement the intent of the Reserve Forces Act of 1955 it will be neces- 
sary to establish an inspection system. Certainly it is true that thorough inspec- 
tions of the training program at regular intervals cannot be made unless funds 
for such are provided, 

We believe that the Commission must be continued to assist the Department 
of Defense and the armed services in solving any problems which may arise in 
the training program. The training program is barely under way and it is 
impossible to determine whether problems will or will not arise. We assume 
that they will and we are convinced of the need of such a group as the National 
Security Training Commission. This reserve program must be made a success 
and the elimination of the budget for the operation of the Commission, we 
believe, will hinder that success. Parents must have the continued assurance 
that the personal welfare, morals, health, and safety of their young sons are 
being carefully guarded. They must know that there is some agency that has 
us its chief purpose this concern. One of the wise features of our reserve 
program is the provision for this Commission. Certainly, it would be most 
unwise to allow its extinction by failure to include in the appropriations sufficient 
funds for it to carry on its extremely important functions. There must be a 
continuance of this Commission and its vital work. A mere $75,000 is a small 
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premium to pay for so much insurance, as well as assurance. I most certainly 
believe that reconsideration should be given to the action of eliminating the 
budget for the operation of the Commission. This budget must be restored and 
the Commission continued. 

Wherefore, I respectfully request that the Senate Subcommittee on Appro- 
priations restore the $75,000 budget sought for the National Security Training 
Commission for the fiscal year 1957. 


FEDERAL TRADE COMMISSION 


STATEMENT OF ARNOLD W. MULHERN, EXECUTIVE SECRETARY, 
NATIONAL BOARD OF FUR FARM ORGANIZATIONS 


Senator Macnvuson. Is Mr. Reynolds here? 
Then we will hear from Mr. Mulhern. Is he here? 

Mr. MutHerNn. Yes, sir. 

Senator Magnuson. We will be glad to hear from you. I under- 
stand you are testifying on funds for the Federal Trade Commission. 

Mr. Mutnern. Yes, I am, Senator. 

Senator Magnuson. And you represent the fur farms? 

Mr. Mutuern. Yes, Mr. Chairman. 

My name, by way of identification, is Arnold W. Mulhern, and I 
am executive secretary for the National Board of Fur Farm Organi- 
zations. The gentleman seated at my right is Mr. Kenneth M. Plaisted, 
who is assistant executive secretary of the same organization. 

Mr. Chairman, we have boiled down this statement quite consider- 
ably, and it might possibly be desirable for me to read it in full. It 
will probably take about 10 minutes, in the event you have some 
questions. 

Senator Magnuson. All right. Go right ahead. We will be glad 
to hear you. 












































LETTER FROM CONGRESSMAN DAVIS OF WISCONSIN 





And we will place in the record at this point a letter to the com- 
mittee from Congressman Davis of Wisconsin, and also a letter written 
to Mr. Davis by yourself. 

(The material referred to follows:) 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., March 31, 1956. 
Re Federal Trade Commission appropriation. 
Mr. DARL Cooper, 
Executive Clerk, Independent Offices Subcommittee, 
Senate Appropriations Committee, United States Capitol. 


DEAR Mr. Cooper: I am enclosing herewith a copy of a letter which explains 
the problem which I should like to have called to the attention of the Independent 
Offices Subcommittee of the Senate Committee on Appropriations. 

The matter was not brought up in the House because it had not been brought 
to my attention prior to the closing of the hearings by the House subcommittee. 

As a member of the Appropriations Committee, I did not wish to be put in 
the position of working at cross currents with that subcommittee at the time 
the bill reached the floor. 

Accordingly, I would like to ask you if you can arrange for an opportunity for 
Mr. Arnold W. Mulhern, the executive secretary of the National Board of Fur 
Farm Organizations, to appear before the Independent Offices Subcommittee of 
the Senate. If that can be arranged, and if you will notify me, I will take care 
of all of the necessary arrangements for having Mr. Mulhern here at the proper 
time and place. 
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If the above is not possible, I would appreciate an opportunity to submit my 
own statement for the record, with the insertion of a copy of Mr. Mulhern’s 
letter to me. 

With appreciation of your consideration, I am, 

Very sincerely yours, 
GLENN R. Davis, 
Member of Congress. 


Marcu 5, 1956. 
Hon. GLENN R. Davis, 
Member of Congress, House of Representatives, 
Washington, D. C. 

DEAR CONGRESSMAN DAvis: In 1952 Congress passed a bill known as the Fur 
Products Labeling Act (Public Law 110, 82d Cong., Ist sess.). This bill was a 
tremendous step in the right direction for cleaning up the fur industry. This 
act especially benefited the consumer in that it forced manufacturers and im- 
porters to correctly label and identify a fur piece or garment, and made known 
the source of origin of the fur. The fact that certain phases of the industry 
bitterly contested this act is evidence of the fine job that the Federal Trade 
Commission has been doing with the limited force and funds which are avail- 
able to administer the Fur Products Labeling Act. 

It is my understanding that the Federal Trade Commission has never re- 
ceived any additional funds for the administration of the Labeling Act or the 
Inflammable Fabrics Act, but that these acts are administered out of the orig- 
inal appropriations for the Wool Act. It appears that the amount of funds 
allocated for the administration of the Wool Act has been decreased in recent 
years, with the result that the investigating staff is smaller than heretofore 
existed. 

At present, I am informed, there is only a handful of investigators across the 
United States, and some offices of the Federal Trade Commmission, notably 
Seattle, do not have an investigator. In addition there are no investigators to 
police the areas outside of the locations of the branch offices. 

It is estimated that there are between 7,000 and 8,000 manufacturers and 
processors of fur skins and fur garments in the United States and in excess of 
150,000 distributors. There is a tremendous need for policing inspectors to 
determine that there is compliance with the Fur Products Labeling Act on all 
levels of the industry including the manufacturers, wholesalers, and retailers. 
From complaints to our industry it appears that a minimum of 10 to 12 addi- 
tional men in a GS-9 to GS-11 range are necessary to make this desirable law 
effective. The estimated salaries would be approximately $70,000, with an ap- 
proximate travel allowance of $18,000. The above anticipated increased ex- 
penses to properly administer the Labeling Act would greatly benefit all phases 
of the fur industry, especially the consuming public. 

Favorable consideration to the above requests will be greatly appreciated. 

Sincerely yours, 
NATIONAL BOARD OF Fur FARM ORGANIZATIONS, 
ARNOLD W. MULHERN, Evecutive Secretary. 


GENERAL STATEMENT 


Mr. Mutuern. Thank you. 

Mr. Chairman, the organization which I represent represents 42 
regional organizations from coast to coast, all domestically raising 
fox and mink. 

My purpose in presenting this statement and appearing before this 
committee today is to acquaint you with the views of the American 
fur farmers as they relate to the requested increase in the budget of 
the Federal Trade Commission. This increase is principally in regard 
to the need for additional funds for policing inspectors, which we 
believe is imperative. 

If I may digress, Senator, I wish to point out that this request is 
our request and not that of the Department. 





466 INDEPENDENT OFFICES APPROPRIATIONS, 1957 


As this committee is undoubtedly aware, in 1951 the 82d Congress, 
by Public Law 110, enacted the Fur Products Labeling Act, which act 
requires that fur products placed on the market for sale be properly 
labeled. As set forth in the preamble to the act, its stated purpose is— 


to protect consumers and others against misbranding, false advertising, and 
false invoices of fur products and furs. 


NEED FOR LABELING OF FURS 


Prior to the enactment of the Fur Products Labeling Act, American 
consumers were subjected to fraudulent and misleading labeling of 
furs and fur products. These practices prompted the fur farmers, 
in behalf of the entire fur industry, to bring the matter to the atten- 
tion of Congress, with the result of the enactment of the labeling law. 
Fur products were not only deceptively labeled, but, in addition, a few 
vet significant number of processors employed such practices as dyeing, 
blending, and other artificial means of changing the color and appear- 
ance of low-quality furs. As an example, muskrat was sold under 
the name of Hudson seal and rabbit was referred to as coney. 


PROTECTION FOR CONSUMER 


The Fur Products Labeling Act is the only protection afforded the 
consumer against unscrupulous practices. 

The Fur Products Labeling Act really constitutes the Pure Food 
and Drug Act of the fur industry. It requires, among other things, 
the label on a fur garment to show the type or species of fur, the 
country of origin, and, if dyed, bleached, or otherwise artificially 


colored, such information must be shown. The law further requires 
that the label show whether the fur is used, and if the fur product is 
composed of the waste parts of animals such as claws, tails, et cetera, 
this must also be set forth. The Labeling Act is fine and adequate 
legislation to accomplish its intended purpose; however, the lack of 
sufficient funds has made it impossible for the Federal Trade Com- 
mission to administer it effectively. 


SCOPE OF FUR INDUSTRY 


We believe the Fur Products Labeling Act, in addition to its primary 
purpose of protecting the American consumer against fraudulent and 
deceptive labeling, has a secondary effect, and this is to make more 
secure the entire fur industry. If the product which the legitimate 
components of the industry has promoted at their own expense has 
the confidence of the consumers as to its quality, as set forth on gar- 
ment labels, the industry will continue to grow and prosper; if that 
confidence is lost, the entire trade will be destroyed. The continued 
existence of approximately 6,000 fur farmers, producing over 3 million 
mink across the Nation, and all other phases of dressing, dveing, manu- 
facturing, processing, wholesaling, and retailing, with large invest- 
ments and employment, is basically dependent upon assurance that 
the finished product will not be misrepresented to the consumer. 

The number of citizens working in the fur industry and their fianan- 
cial investment is extensive. The mink farmers of the Nation alone 
have an investment in buildings and plant equipment in an amount 
in excess of $165 million, and employ approximately 25,000 workers. 
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In addition, our suppliers of grain, pork, beef, dairy, machinery, 
motors, trucks, lumber, wire, and other products find the fur farmer 
a large consumer of their products. The fur farmers have con- 
tributed thousands of dollars to colleges and universities for research 
in the scientific feeding and breeding of the mink. Much of the 
basic research has been of considerable value in other fields. A thor- 
ough knowledge of the proper nutritional feeding of the animal 
and an extensive study of disease control and genetics have been the 
prime factors in improving the quality of U nited States produced 
mink to the point where it is unexcelled. That part of the fur indus- 
try devoted to processing, manufacturing and retailing also consti- 
tutes, not only large investments on the part of the individuals con- 
cerned, but also the employment of several thousand persons. Ac- 
cording to the figures supplied us by the Association of Fur Manu- 
facturing, Inc., there are presently nineteen hundred fur processors 
and manufacturers in the United States employing 23,000 persons. 

If I may digress there a moment, Mr. Chairman, those 2 23,000 per- 
sons are skilled artisans in the field of handling furs and are entirely 
besides the nonskilled personnel. 


FUR GARMENT PRODUCTION 


In 1955 there were produced 1,100,000 fur garments of all types. 
In addition to the processing and manufacturing, it is estimated, there 
are in excess of 150,000 retail outlets across the Nation. 

Fur farmers assist Federal Trade Commission in policing fur 


industry : 

As ean ‘readily be seen from the above figures, the task of enforcing 
the Fur Products Labeling Act is tremendous. The fur farmers have 
assisted the Federal Trade Commission in every way possible. The 

fur farmers, in 1955, through the National Board of Fur Farm Organi- 
zations and its member associations, caused to be developed a much- 
needed dve test which was given to the Federal Trade Commission for 
its use in policing the industry. The fur farm organizations have 
also, from time to time, purchased exhibits to be used by the Federal 
Trade Commission in the enforcement of the Fur Products Labeling 
Act. 

Federal Trade Commission is doing exceptionally fine job with tools 
at hand. 

To our knowledge the allocation of funds initially made available 
to the Federal Trade Commission for the administration and enforce- 
ment of the Wool Labeling Act only has not been increased, even 
though there was subsequently enacted the Fur Products Labeling 
Act and the Flammable Fabrics Act. We have made i inquiry and are 
informed that an attempt is being made to administer all three acts 
from the same amount of funds originally allocated for the Wool 
Act. In our judgment there is a great need at the present time, as 
we are confident the testimony of representatives of the Federal Trade 
Commission will show, for an increase in the funds made available 
to that agency for the hiring of additional policing inspectors. 


ENFORCEMENT FOR PRODUCTS LABELING ACT 


The fur industry recognizes that the job done thus far by those 
persons charged with the | enforcement of the Fur Products Labeling 
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Act, considering the tools at hand, has been excellent. During the 
fiscal year 1954, the Federal Trade Commission carried on field inspec- 
tions and industry counseling work under the Fur Act in 2,557 con- 
cerns subject to its provisions. Of this number 1,179 were manufac- 
turers, 127 were wholesalers, and 1,251 were retailers of furs and fur 
products. Approximately 551,372 fur products were inspected for 
proper labeling ; 12,993 advertisements of fur products were examined 
for compliance with the advertising provisions of the act; 2,525 opin- 
ions and interpretations were rendered by the Division out of the 
headquarters and field offices. In addition there were 3,938 informal 
cases involving labeling, invoicing and advertising deficiencies under 
the Fur Act which were given corrective attention through cooper- 
ative methods. 

In 1955 despite the added duties of the enforcement of the Flam- 
mable Fabrics Act, the Commission carried on field inspections and 
industry counseling work under the Fur Act in 1,326 concerns subject 
to its provisions. Approximately 154,513 fur products were inspected 
for proper labeling. 

I would like to call the committee’s attention to that figure, as com- 
pared to the previous year of 1954, wherein they inspected 551,000, 
indicating a very substantial drop. 


ADVERTISEMENTS EXAMINED 


A total of 17,974 advertisements of fur and fur products were 

— mined for compliance with the advertising provisions of the act; 

£994 opinions and interpretations were rendered by the Division in 
eee with the Fur Act and regulations thereunder; 328 reg- 
istered identification numbers were issued ; and 777 continuing g guar- 
anties under the act were received and recorded in the Commission’s 
public register. 

If I may digress, gentlemen, the above figures indicate that there 
isa tremendous job for a very limited personnel of the Federal Trade 
Commission to try to handle. 

Senator Maenuson. How many do they have assigned now? 

Mr. Mctuern. We do not know. It is referred to as a handful, 
Senator. I don’t know how many. 

Senator Macenuson. I must say, in their testimony here there was 
no breakdown as to the amount of inspectors involved in the fur and 
the wool and the flammable acts. 

Mr. Mcuuern. I understand, Mr. Chairman, that the same inspec- 
tors handle all three acts, and are attempting to handle it out of the 
same amount of funds originally allocated to wool. 

Senator DirKsen. You made no specific recommendation, did you ? 

Mr. MutHern. Well, Senator Dirksen. we have discussed this with 
the Federal Trade Commission as to approximately how many addi- 
tional ones to permit them to do a better job. And while they have 
not given us definite figures on that, we have come to the conclusion 
that if, say, 10 additional policing inspectors could be hired at a 
cost of, say $70,000 a year—we have attempted to figure that out: we 
may not be too accurate on that, but we believe it is relatively close. 

Senator Dirksen. This would be in the General Inspection Divi- 
sion ¢ 
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Mr. Mutnern. Yes, general policing inspection. We understand 
there are many areas, including Seattle, which do not have anyone in 
that area. When you add a million and a half foreign imports, a lot 
of those being medium-quality skin, which is subject to dyeing and 

. lot of artificial coloring, being raised, with a conside1 ‘ably lower 
oul of production, it is extremely unfair competition for the Amer- 
ican product. 

NEED FOR ADDITIONAL INSPECTORS 


So we believe if an additional 10 mspectors could be obtained at a 
cost of approximately $70,000, that is a relatively nominal amount 
with the figures we deal in today, it would do a tremendous job toward 
making this act effective. The type of act it is cannot do the job 
unless there are policing inspectors, for the reason that, as in the 
medical cases where the doctors bury their mistakes, in this case if 
you have something dyed it is foisted off on the public, and the public 
knows nothing about it. 

Senator Dirksen. I was told that there had been more success in 
the Jast year by compliance. After they would cite pomeeionne they 
would voluntarily come and make compliance, and a lot of cases 
never reached the trial stage or the hearing stage. But they did say 
that the problem was that everybody would stall until they reached 
that point. In other words, the compliance was not immediate. It 
was holding it as long as they could until they actually got to the 
point where they were going to be yanked in. And that is what they 
contended was one of the problems involved. 

Mr. MvuiHern. Well, Senator, I believe that is. And we have 
heard this from various sources. 

Senator Dirksen. They would wait until they got to the last 
ditch, and then they would come in and comply. 

Mr. Mutnern. And several others have been doing it on the premise 
that you do it until you are caught and then you get your wrist 
slapped. So it is a cease-and- desist order substantially. 

We believe in the northern tier of 28 stores, if more inspectors 
could be on the job to pomt this up, it would make the act many 
times more effective. 


COST FOR ADDITIONAL INSPECTORS 


Senator MaGncson. The committee will inquire of the Federal 
Trade Commission what the cost would be, dollars and cents, for the 
inspectors. Because we did not have in the record the numbers. And 
we will consider it very carefully. 

Mr. MvtHern. Thank you very much, Mr. Chairman. If there is 
anything further we can give you, such as statistical figures, we will 
provide them for you. 

Senator Macnuson. We will send them an inquiry and see if we can 
get 10 additional. 

Mr. MutuHern. Thank you. 
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Senator Macnuson. Mr. Reynolds, you are here now? 





FEDERAL COMMUNICATIONS COMMISSION 


STATEMENT OF WILLIAM L. REYNOLDS, ATTORNEY, RADIO-ELEC- 
TRONICS-TELEVISION MANUFACTURERS ASSOCIATION 


Mr. Reynotps. Yes, sir. 

Senator Magnuson. All right, sir. You may proceed. 

Mr. Reynotps. My name is William L. Reynolds. I am attorney 
for the Radio-Electronics-Television Manufacturers Association 
which has its headquarters here in Washington. 

RETMA is the national trade association of the manufacturers of 
equipment and components now used in radio, television, and elec- 
tronic devices. Its membership consists of 875 companies many of 
which are engaged in the m: sdter ‘ture of radio communication equip- 
ment used for a great variety of industrial and commercial purposes. 
We appreciate this opportunity to comment on a matter of impor- 
tance to these manufacturers. 

We are concerned with the Federal Communications Commission’s 
appropriation for fiscal 1957 as presently set forth in H. R. 9739. 
Our concern, as a matter of fact, Mr. Chairman, relates to a matter that 
you have had some correspondence with Chairman McConnaughey 
on in the last few weeks. 

More specifically, we are concerned with that portion of the ap- 
propriation pr oposed for allocation to the § Safety and Special Radio 
Services Bureau. We believe the Commission’s appropr iation should 
be increased by approximately $50,000 and that the increase should 
be earmarked for the use of the Bureau. 

At least two beneficial results could be expected from such an in- 
crease. The Bureau’s license application backlog would be reduced 
from the present maximum of 90 days to approximately 30 days and 
increased attention could be given to vitally necessary rulemaking 
and engineering studies. The backlog reduction would facilitate 
use of two-way radio communications and the studies would achieve 
a higher degree of efficiency in the use of radio frequencies. 

The communications services falling within the responsibility of 
the Safety and Special Radio Services Bureau are of the utmost pub- 
lic importance. They are also one of the fastest growing segments of 
the electronics communications industry. They comprise “all radio 
activities administered by the Commission with the exception of 
broadcast, common carrier and experimental operations, and include 
such varied services as airport radio communications, amateur broad- 

casting, taxis and police systems, highway maintenance, forestry and 
conletraetion work and communications systems in a great variety of 
industries such as petroleum, utilities and chemical. 


VALUE OF TWO-WAY RADIO 


Today, two-way radio is a business tool of the first magnitude. 
A few years ago, emphasis was upon its use in emergency and law 
enforcement work; now, however, it is a recognized necessity in the 
efficient operation of many forms of business. In 1940, there were 
less than 10,000 stations operating within the services covered by the 
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Bureau; today there are over 300,000 representing the use of almost 
800,000 fixed and mobile transmitters. 

Every single one of those 800,000 transmitters, however, was put 
into operation only after being licensed by the Commission which in 
this situation means the Bureau. 

The Commission, through its licensing authority, exercises full con- 
trol over all aspects of the safety and special radio services. It con- 
trols the users by means of licenses and it controls the manufacturers 
of the equipment by means of technical standards which the equip- 
ment must meet before a license for its use will issue. 

We wish to make it clear, however, that we have no quarrel with 
the control because its necessity in the public interest has long been 
fully recognized. But we do believe strongly that the Government 
has a compelling obligation to appropriate “sufficient moneys so that 
the control can be exercised in a beneficial rather than hindering man- 
ner. To be specific, we do not believe that a person who files a rou- 
tine application, which is in proper order at the time it is filed, for 
license, should be forced to wait 90 days to have it processed. Neither 
do we believe that the manufacturers of improved, highly precise 
communications equipment should be prevented from selling that 
equipment to the widest possible market simply because the Com- 
mission’s regulations are outdated. Both of these conditions are 
presently true, however, and will continue to be so unless the Bureau 
is given money to hire the personnel needed to cope with these 


problems. 
BACKLOG OF BUREAU 


The present license backlog of the Bureau varies from 60 to 90 
days depending upon the season of the year and the particular service 
involved. Analysis of the somewhat confusing testimony presented 
by Commission representatives before the House Subcommittee on 
Appropr iations on February 15, 1956, indicates that despite the small 
increase voted the backlog even by Commission estimates will in- 
crease in the next fiscal year. To illustrate, the Commission justifi- 
cation for the budget submitted to Congress before the House Com- 
mittee stated with respect to current operations: 


The staff has been unable to act on applications within less than approximately 
2 months of their receipts (p. 1471 of hearing record). 

But the Commission also stated in the justification : 

In this budget we are requesting sufficient funds to begin the program neces- 
sary to accomplish a more effective use of available frequency space and to 
maintain a speed of processing applications in the safety and special services 
to hold the backlog to approximately 12 weeks (p. 1472 of hearing record). 

In short, the Commission recognizes that the backlog will increase 
in fiscal 1957 from the present 60 days to 90 days. Industry believes 
the increase may be even greater because the figures in the justification 
indicate that the Commission estimates are based upon a 10 percent 
growth factor. It is the industry consensus, however, that 20 per- 
cent is a more realistic estimate and I believe that the present rate 
of applications being received by the Bureau bears this out. That 
was contained in the chairman’s letter to you, I think. 

A 90-day backlog may be acceptable to those services which, once 
installed, are permanent. It is not acceptable, however, for those 
services which expand and contract with their changing business 
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needs. For example, a road contractor who decides 2-way radio 
would solve a critical construction problem might find no use for 
it if he had to wait 3 months for a license. 


APPLICATION BACKLOG 


We realize, of course, that it would be uneconomical for the Bureau 
to operate on a schedule designed to result in no application backlog 
whatsoever. Keeping applications current at all times would mean a 
large staff which at times would have no applications to process. We 
believe, however, there is a reasonable backlog level of much less than 
90 days. We are inclined to agree with Chairman McConnaughey 
that a 30-day backlog would be “ideal” (p. 1483 of hearing record). 

As I have previously indicated, licensing backlog is not the only 
problem involved in administering the safety and special radio serv- 
ices. An additional one, which is particularly vital to manufacturers, 
is having rules and regulations which properly reflect the current state 
of the art. Pursuant to authority provided by the Communications 
Act, the Commission issues rules which provide who is eligible to be 
licensed in these services, set up technical standards which the equip- 
ment they employ must meet and correspondingly protect the licensees 
against interference by means of spacing, power, and other limitations. 
Unless these regulations are kept current, however, they arbitrarily 
and unnecessarily reduce the potential uses for radio communications 
equipment. For example, 10 years ago microwave equipment was in 
an early developmental stage, its propagation characteristics were not 
well defined, and no one knew exactly what kind of restrictions should 
be placed upon its use so as to prevent interference. As a consequence, 
no regulations were issued and use of this equipment has been subject 
to developmental and experimental regulations which are not con- 
ducive to its widespread acceptance. 


EXPLOITATION OF MICROWAVE USES 


Today, a great deal is known about microwave and efforts are cur- 
rently underway to establish the regulations necessary to provide for 
full exploitation of its uses. To aid in this development, this asso- 
ciation, RETMA, established an ad hoc committee in 1955 to devise 
suggested rules for the operation of microwave systems. The com- 
mittee, together with its subcommittees, has met 34 times during the 
interim weeks. Thousands of dollars and many man-hours of highly 
skilled engineers have been expended in the effort. The committee's 
report will be submitted to the FCC within the near future, in approxi- 
mately a month, but will be wasted unless the FCC has the personnel 
needed to consider and act upon the industry submission. 

An even larger regulatory problem than use of microwave needs 
urgent consideration by the Caneitiailiies This is a reexamination 
of the frequency bands and the limitations upon their use that are 
presently allocated to the safety and special radio services. They were 
established after hearings 10 years ago and there has been a great ac- 
cumulation of knowledge as well as technical progress during the 
intervening years. <A review of this data and progress is required 
to provide guidance in revising the rules and limitations. That again 
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requires personnel. Unless the personnel is provided and the study 
made, the continued expansion of radio communications will be 
unnecessarily stifled. 


LICENSE APPLICATIONS RECEIVED 


In summary, the Commission, through the Bureau of Safety and 
Special Radio Services, licenses and regulates a great variety of radio 
uses vital to not only safety and law- enforcement work but also to 
industry and the public welfare in general. The Bureau will have 
received approximately 160,000 license applications in 1956 and ex- 
pects 173,000 in 1957. We think they are going to receive even more 
than that. 

Industry believes it will receive even more. The present license 
backlog is ‘approximately 60 days and, even with the increase voted by 
the House, it will go up to 90 days in the next fiscal year. Such a 
backlog discourages and even prevents use of two-way radio. In ad- 
dition, a long overdue, full-scale examination of available data on the 
private 1 radio communications industry is urgently required. The 
present appropriation does not provide adequately for such a study. 
It mentions the study, but the appropriation is not sufficient. 

In conclusion, we are aware that spending more money and hiring 
more people does not necessarily solve a problem. In this instance, 
however, we believe it is the correct solution. The Bureau is efficiently 
administered and its procedures are being steadily improved. I might 
add we have a high regard for the pepple who had the Bureau and 
are now administeri ing it. 


The problem is that it is sitting on a rapily growing industry and 
must grow accordingly. We, therefore, respectfully request that 
H. R. 9739 be amended to provide an additional $50,000 for the Bu- 
reau of Safety and Special Radio Services of the Federal Commu- 
nications Commission. 

Thank you. 

Senator Magnuson. Thank you. 


LETTER FROM FEDERAL COMMUNICATIONS COMMISSION 


At this point the chairman will put in the record a letter from the 
Federal Communications Commission, signed by the Chairman, in 
which, I might say, they do not agree with the House reduction of 
$50,000, but they make no appeal before this committee for its resto- 
ration. 
(The letter referred to follows :) 


I EDERAL COMMUNICATIONS COMMISSION, 
Washington, D. C., March 15, 1956. 
Hon. WARREN G, MAGNUSON, 
Chairman, Subcommittee on Independent Offices Appropriations, 
Committee on Appropriations, United States Senate, 
Washington, D. C. 


DEAR SENATOR MAGNUSON: This is in reply to your letter of March 2, 1956, 
With respect to the independent offices appropriations bill for 1957 (H. R. 9739) 
us passed by the House of Representatives on March 6, 1956. 

As you are aware, the House allowed $7,800,000 for salaries and expenses for 
the Federal Communications Commission for fiscal year 1957. This amount is 
£50,000 less than the budget request submitted by the President. 

In its report the House Appropriations Committee stated (p. 5 of H. Rept: 
1847), “the committee has not been able to discover the value of having 6 re- 
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gional offices staffed by experienced personnel doing administrative work when 
there are also district offices in the same cities and often in the same building, 
and has eliminated funds for such regional offices in the 1957 program and applied 
the savings to assist in other work.” 

The Federal Communications Commission regrets that the House of Repre- 
sentatives found it necessary to reduce our appropriation by $50,000. We feel 
that the President’s budget was a sound one and that the additional investment 
would have paid worthwhile dividends in improved service to the American 
public. 

The Commission also desires to register its disagreement with the view of the 
House Appropriations Committee concerning the regional offices of our Field 
Engineering and Monitoring Bureau. In our considered opinion these small 
offices contribute more than their cost to the efficient operation of our widespread 
but sparse field establishment. We hope that the Senate will not concur with 
the House Appropriations Committee in its view that we should close these 
offices. 

Although, as indicated above, we do not agree with the House action reducing 
our appropriation request by $50,000, at the same time we do not consider the 
matter of sufticient moment to justify formally requesting the United States 
Senate to restore this reduction. Consequently, we are not appealing nor are 
we requesting a hearing before the Senate Appropriations Committee. 

Although we are not requesting a hearing on our 1957 budget, let me assure 
you that we are ready and would be pleased at any time to discuss with you the 
program, problems, and budgetary plans of the Commission. 

If I can be of further service, please let me know. 

Sincerely yours, 
GrorGE C. McCCONNAUGHEY, Chairman. 


HOUSE ACTION 


_ Senator Magnuson. And the House says that they have given them 
$930,000 over 1956, but $50,000 less than the budget estimate. And 
the House also says that the purpose of the $930,000 is to provide 


approximately 70 additional employees to reduce the backlogs of tele- 
vision, radio, and special services—which you are talking about. 

Mr. Reynorps. Yes, sir. 

Senator Magnuson. So if this committee should see fit to put back 
$50,000, it would necessarily go in that field. 

Mr. Reynorps. And not to the Bureau. 

Senator Maanuson. Well, they have a general budget of salaries 
and expenses. But we would have to put in the report that this 
$50,000 is intended to be used in this particular field, all applications. 

They submit to me every 3 months an agenda, not as a member of 
this committee, but the other one. And it gets thicker and thicker 
every time it shows up. And they are doing fairly well on their tele- 
vision and radio applications, but the backlog lies in the field you 
are talking about. 

Mr. Reynotps. Right. I might point out that IT think there is 
some misunderstanding, I respectfully say, on the part of the House 
committee, in their report. They think, I assume, that on the basis 
of their appropriation to the FCC they are going to reduce this 
backlog to make it almost current. As a matter of fact, they sav: 

The committee is very anxious to reduce the backlogs and have the Com- 
mission become current and doesn’t want people who have filed applications 
to wait long periods of time through no fault of their own. 
the same kind of thing we are saying here. They did knock off 
$50,000 on the budget idea, but that has no effect on the Bureau of 
Safety and Special Services. They gave everything to the Bureau 
that the Bureau asked for, but not realizing that in the Bureau’s 
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justification they said, “Even if you give us this’—which the House 
did— “we are still going to have a 90- day backlog. We won’t have 
it in Television, but we are going to have it in Special Services, and 
if you want it reduc ‘ed below the 90 days you will have to give us 
additional money. 

That is why we are here. We think additional money is necessary. 

Senator Magnuson. We have letters from the American Trucking 
Association, the Federal Communications Bar Association, and the 
city of Los Angeles along the same lines. They will be placed in 
the record. 

(The letters referred to follow :) 


AMERICAN TRUCKING ASSOCIATIONS, INC., 
Washington 6, D. C., April 17, 1956. 
Hon. WARREN MAGNUSON, 
Senate Appropriations Committee, 
Subcommittee on Independent Offices 
and General Government Matters, 
United States Senate, Washington 25, D.C. 

My Dear SENATOR MAGNUSON: This letter is submitted on behalf of the 
American Trucking Associations, Inc., the national trade association of the 
motor carrier industry, and relates to the appropriations for the fiscal year 
1957 for the Federal Communications Commission. More specifically, we are 
concerned with the portion of the appropriations allocated to the Safety and 
Special Radio Services Bureau of the Federal Communications Commission 
which regulates the use of radio communications by the motor carrier industry. 

We believe that the appropriation proposed for the Safety and Special Services 
Bureau in the budget submitted to Congress on January 16, 1956, is not fully 
adequate to permit a reduction in the application processing backlog and to pro- 
vide sufficient personnel to enable the Bureau to make the considered policy de- 
terminations that appear necessary if a full utilization of the spectrum space 
allocated for use by the motor carrier industry is to be achieved. 

The ATA has been a pioneer in the use of radio by the motor carrier industry 
and its activities on behalf of the radio using position of the industry date 
back 10 years. In June of 1951, the ATA filed a petition requesting the Com- 
mission to provide for a wider utilization of radio communications than that 
permitted under the rules then in effect. The rulemaking proceeding resulting 
from this petition finally culminated in the present motor carrier radio service 
rules which were adopted on February 4, 1955, but which we believe still fall 
short of answering the communications needs of the motor carrier industry. It 
is with this type of delay in making important policy decisions that we are con- 
cerned in requesting additional funds to enable the Commission to have sufficient 
personnel so that important decisions affecting the motor carrier industry need 
not be several years in the making and, when made, are founded on a knowledge 
of the industry’s needs that can be gained only through research and study. 

Our concern is not theoretical. For we now have before the Commission an- 
other petition for rulemaking filed December 20, 1955, and requesting the Com- 
mission to meet the communications requirements of our industry which the rules 
adopted in February 1955 do not completely satisfy. The needs of the trucking 
industry for radio communications are twofold : 

(1) Those relating to two-way mobile radio communications; and (2) Those 
relating to point-to-point microwave communications. 

The motor carrier industry has found that mobile radio communications are 
an ideally suited tool for the management of the trucks on the road and the 
utmost utilization of the trucks with safety and with the least loss of time. 
The flexibility in the operation and management of trucks that is afforded 
through the use of radio becomes more and more important as the city streets 
become more and more congested, with all the operational headaches and cost 
increases that go with congestion. 

In recognition of the growing importance to our industry of mobile radio 
communications, the ATA has recently established, on a permanent basis, a 
radio and communications section, the function of which is to assist the in- 
dustry in proper frequency selection sc as to minimize mutual interference that 
might result from the sharing of the available frequencies, and otherwise to 











476 INDEPENDENT OFFICES APPROPRIATIONS, 1957 


encourage the most efficient use of the assigned frequencies. In the further- 
ance of this objective, the ATA has sponsored a geographical frequency allo- 
cation plan on the basis of which frequencies are recommended by its radio and 
communications section to applicants seeking authorizations from the Federal 
Communications Commission. These activities are mentioned only to show 
that the motor carrier industry is itself doing all that it properly can to de- 
crease the workload of the regulatory agency. 

In addition to the above-described important decisions regarding the use of 
mobile communications by the trucking industry now pending before the Com- 
mission, there are other policy determinations of far-reaching consequences to 
our industry which have been a long time in the making, apparently because of a 
lack of sufficient staff. We refer ot the pending pilot application of Central 
Freight Lines, Inc., for authorization to operate a microwave system in the motor 
carrier radio service which is considered by the industry as an essential develop- 
ment project to assist the Commission in its consideration of the use of the radio 
spectrum in this manner by the motor carrier industry on a regular basis. 

We realize that it would not be economically practicable to provide the Com- 
mission with sufficient personnel so that it could keep at all times current. 
We feel, however, that the Commission should be given sufficient technical per- 
sonnel so as to enable it to make considered policy determinations and promulgate 
sound and effective regulations to govern the use of radio. 

Radio regulations must be tailored to the operational aspects of the industry 
which uses radio. In order to provide such regulation the Commission's staff 
must be able to devote the time necessary to study the radio use of the industry 
which it regulates, so as to insure that the regulations it promulgates meet the 
needs for which intended. We fear that the proposed 1957 budget makes no 
provision for that type of personnel increase. 

For the foregoing reasons, we believe that an increased appropriation would 
be in the public interest. 

Respectfully submitted. 

JOHN V. LAWRENCR, 
Managing Director. 





FEDERAL COMMUNICATIONS BAR ASSOCTATION, 
Washington, D. C., May 1, 1956. 
Re H. R. 9739. 
Hon. WARREN G. MAGNUSON, 
Chairman, Appropriations Subcommittee on Independent Offices, 
United States Senate, Washington 25, D. C. 

My Dear SENATOR MAGNUSON: The executive committee of the Federal Com- 
munications Bar Association desires to support the need for additional funds 
for the Federal Communications Commission for the purpose of enabling it to 
overcome the backlog of applications in the numerous industrial, safety and 
special radio services and to keep the licensing of these services on a current 
30-day basis. The Federal Communications Bar Association has a membership 
of some 480 lawyers handling matters before the FCC. We understand that 
additional funds are necessary in the amount of $50,000 to $70,000 in order for 
the Commission to render this service. 

We desire to support fully this effort to put the services with which you are 
familiar on a 30-day basis. We do not believe that this should be done at 
the expense of any other service being handled by the Commission. We are 
satisfied that a very convincing case could be made out to justify this rela- 
tively small addition to the total appropriation if time permitted, but we became 
aware of the legislation situation only yesterday. 

We desire also to bring to your attention two equally important matters 
which may have been overlooked. The Commission, through its Chief Engi- 
neer’s Office, handles applications for the various experimental and research 
stations. This is a growing and exceedingly important licensing activity. The 
Commission’s two divisions charged with processing experimental and research 
applications are not under the Safety and Special Radio Services Bureau and 
are understaffed. There is a serious backlog of these applications and a great 
need that they too be put on a current 30-day basis. The Communications Act 
expressly fosters experimental uses of radio and this is a most important 
activity. A substantial portion of the stations are of direct interest to other 
departments of Government including the Defense Department. We believe 
that $15,000 to $20,000 additional funds would enable the 2 divisions of the Chief 
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Engineer’s Office involved to put experimental and research applications on a 
30-day basis. If, as we believe, this is a matter not yet adequately presented, 
we urge that your committee obtain the information available on this subject 
with the view of recommending such additional funds. 

We believe that the presentations which have been made to the Congress 
on safety and special services are too conservative and that current informa- 
tion would establish that the increases in these categories would exceed previous 
estimates and no adequate presentation has been made for the important experi- 
mental services. 

We would also mention another activity which will need additional funds 
if the Commission’s services are to be kept current. The Commission has re- 
cently undertaken a type acceptance program involving the certification and 
approval of radio transmitters in some of the large volume classes of services. 
This program is being now extended to other services. It has wide support 
of industry groups and is an activity essential to the safety and special radio 
services. We are unable at this time to evaluate the backlog on type acceptance 
applications or to estimate the increase in this workload. This function, also 
under the Chief Engineer’s Office, will need adequate funds to keep pace with 
safety and special services licensing. 

We regret that we were unable to formulate our views on these subjects in 
time for presentation to your committee but we would greatly appreciate such 
consideration as can be given to these problems at this time. 

Very truly yours, 
GEo. O. SUTTON. 


DEPARTMENT OF POLICE, 
City of Los Angeles, Calif., April 26, 1956. 
Senator MAGNUSON, 
Chairman, Subcommittee of the Committee on Appropriations, Independent 
Offices, United States Senate, Washington, D. C. 

DEAR SENATOR MaGnuson : The City of Los Angeles Police Department is vitally 
concerned with the appropriation allocated to the Safety and Special Radio 
Services Bureau for fiscal 1957. This department is a large user of two- and 
three-way radio communication and our system as well as systems in other de- 
partments of the city of Los Angeles, is expanding rapidly. Much wider use of 
two-way radio is contemplated in the future, in accordance with the formulation 
and integration of engineering plans now in process. 

Two-way radio, today, is a recognized necessity in the efficient operation of 
many organizations and businesses both large and small. Fifteen years ago, 
there were less than 10,000 stations operating within the services covered by 
Safety and Special Radio Services Bureau. Today there are in excess of 300,000 
stations in operation representing more than 767,000 fixed and mobile trans- 
mitters. These various radio services will continue to expand commensurate 
with technological improvements and new developments in this field. 

The privilege of using two-way radio in the Safety and Special Radio Services 
is granted only after the applicant applies for a license and the determination 
by the Commission, that the applicant meets the eligibility requirements. This 
is a relatively long process at the present time. Our experience indicates that 
this delay in processing the applications approaches the 90-day backlog limit 
currently being proposed for the Bureau in 1957. This 90-day figure has been 
arrived at, in part, because of the provision in section 5 (e) of the Communica- 
tions Act that requires the Commission to report to Congress the reason for delays 
on original applications, renewals, or transfer cases that go beyond 3 months. 
Apparently this provision has been interpreted as meaning that the Congress 
approves a 3-month backlog and, as a consequence, the budgets have been geared 
to it. We do not believe that the Congress was making a statutory pronounce- 
ment of what the backlog should be but was establishing a limitation to insure 
that it would not be more than 90 days. 

This department is of the opinion that the radio services administered by the 
Safety and Special Radio Services Bureau must receive more expeditious proc- 
essing of their license applications than that which results when the Bureau’s 
budget is premised on a 90-day backlong. Our recommendation is that the 90- 
day backlong be reduced to 30 days. This figure would be both acceptable and 
economical. 

However, reduction of this backlog can only be accomplished by adding addi- 


tional personnel to the Safety and Special Radio Services Bureau. It is our 
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understanding that the addition of approximately eight people over and beyond 
the personnel presently proposed for fiscal 1957, would accomplish the desired 
result. This would enable the Bureau to reduce the applications backlog to a 
reasonable figure and provide prompt and effective service to the rapidly expand- 
ing number of users of two-way radio communications. In addition, the prepara- 
tion of suitable rules for services such as private microwave systems could be 
expedited by relieving certain staff members of routine work so that they could 
devote attention to the preparation of rules. 

Therefore, it is our recommendation that the appropriation proposed for the 
Safety and Special Radio Services Bureau in the budget transmitted to Congress 
on January 16, 1956, should be increased by approximately $50,000 so that the 
license application backlog can be reduced to 30 days. 

In conclusion, therefore, we believe that an increased appropriation for the 
Bureau of Safety and Special Radio Services would be in the public interest. 

Very truly yours, 
W. H. PARKER, 
Chief of Police. 
ArtHUR C. HOHMANN, 
Deputy Chief Commander, Technical Services Bureau. 


REDUCTION OF BACKLOG 


Mr. Reynouips. We have been given reason to believe that an addi- 
tional $50,000 sent to this Bureau would reduce the backlog. 

Senator Magnuson. We will inquire of the FCC if they can use 
the additional $50,000, and if they could use it in this particular 
division. 

Mr. Reynotps. Right. 

Senator Macnuson. Because the chairman certain agrees with you 
that that is where the big backlog now exists. 

Mr. Reyno.ps. Much larger ‘there than any other bureau of the 
(Commission. 

Senator Magnuson. Thank you very much. 

Mr. Reynoutps. Thank you. 

Senator Magnuson. Next we have Mr. Ritchie. 

Are we back on batteries again? 


PIONEERS, INC., OAKLAND, CALIF. 


STATEMENT OF JESS M. RITCHIE, PRESIDENT 


OPPOSITION TO FUNDS FOR FEDERAL TRADE COMMISSION 


Mr. Rrrenir. Well, yes, Mr. Chairman; a little bit. 

I have one real short one that came up when I was up here the other 
day, that I would like to go into first, if I could. It seems as though 
in the case of the chairman and Senator Dirksen, one had bought a 
liferaft and the other a shotgun. 

Senator Magnvson. | bought my shotgun a long time ago. 

Mr. Rrreuie. If you had to ‘break it up and send it back to the manu- 
facturer, I don’t think you would think much of it. 

The situation here is rather ridiculous, in that these batteries —— 

Senator Macnuson. Now, let us get each other straight, here. This 
is an appro yriation, and you have been before my other committee 
upstairs on legislation and general matters pertaining to the policies 
of the Federal Trade Commission. But they have testified up here 
for their appropriation. Now, I under stand that you are appearing 
against their appropriation or for it? 
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SURPLUS PROPERTY DISPOSAL 


Mr. Rrrenie. I am appearing against the appropriation, Senator 
Magnuson. 

I was here the other day when Mr. Thomas testified, and this 
disposal of surplus material came up. 

Senator Magnuson. That is General Services. 

Mr. Rrrenie. That is General Services. And if you don’t want to 
take that up, we will just skip it, and I will go right into the Federal 
Trade Commission. 

Senator Magnuson. We will take it up, but I want you to devote 
yourself to appropriations. 

Mr. Rrreute. Yes, sir. 

I was very much interested in that session and very much interested 
in the Senate being as interested as they were in the appropriations of 
the GSA on this disposal of surplus material. 

We have the situation here, with batteries. If we go and buy these 
batteries which have never been used, in other words brandnew bat- 
teries, but the plates have hardened in them, with this process we 

can soften the plates and resell them. But they have orders out that 
thoes batteries have to be broken up before they are sold to us. Then 
we have to sign, in our purchase of the batteries, that if they are not 
broken up we will not reuse them but will send them on to the smelter. 
So it would be equivalent to your going down and buying your shotgun 
ond having to break it up and send it back to the manufacturer. 

Senator Magnuson. They have that restriction when you purchase ; 
is that correct ? 

Mr. Rrrcnm. Yes, sir. 

Senator Magnuson. On all batteries? 

Mr. Rrreute. On all lead-acid batteries. 

Senator Magnuson. The theory being that they want to get the 
lead. 

Mr. Rrrente. Yes, sir. But as I say here in this statement, the lead 
las to go back to the smelters anyway. There is no place else for it 
to go. 

Senator Magnuson. Do you know why they do not send it to the 
smelters themselves ? 

Mr. Rircute. Well, they have to “surplus” them. In other words, 
the Government does not do their own smelting. 

Senator Magnuson. Why could not GSA sell them to the smelters ? 

Mr. Rrreute. I don’t know why they couldn’t. I understand that 
the battery people get about three and a half a ton for what they call 
routing them. In other words, usually if the Government sells them 
to me, I bid on them against the other fellows. And what we have 
always done is bid a cent a pound or $20 a ton above market, because 
we are going to reuse them. ‘They break them up. Any not broken 
up we have to break up and send to the smelter. The battery people, 
as I understand it, have taken care of that routing. 

Senator Magnuson. What is the use of you fellows buying them at 
all 4 

Mr. Rrrcnte. We don’t buy them. We quit when we found that 
out, 

Senator Magnuson. Then what do they do? 
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Mr. Rrrcnte. They send them to the junkman, and the junkman 
sends them to the smelter. 

Senator Magnuson. That does not make much sense, does it? 

Mr. Rrrcute. No, sir, it does not. 


PREPARED STATEMENT 


I would just like to offer this statement for the record, if I may. 
Senator Magnuson. All right. It will go in the record. 
(The statement referred to follows :) 


STATEMENT OF JESS M. RITCHIE, PRESIDENT, PIONEERS, INC., OAKLAND, CALIF. 


Mr. Chairman and members, I was present at the hearings when Mr. John 
Thomas of GSA explained the method of disposal of surplus property to this 
committee. Both the chairman, Senator Ellender, and Senator Dirksen, I 
believe it was, were very concerned about the fact that new material was being 
sold in surplus stores; and, I believe a couple of the Senators had participated 
in purchase—the chairman, 1 shotgun, and Senator Dirksen, 1 life raft. 

We manufacture a product for desulfating (softening the plates) mechanically 
sound lead-acid storage batteries. Due to difficulty with Government labora- 
tories we have been unable to sell this material to the various departments 
of the Government to desulfate their otherwise useless batteries that are sur- 
plused with little or no use. We have attempted from time to time to buy these 
surplus batteries and treat them ourselves with Battery AD-X2 for resale, 
but in the disposal contracts of the Federal agencies it is stated that the bat- 
teries must be broken up and sold to the smelter and cannot be reused. Inci- 
dentally, the batteries eventually go back to the smelters in any case since 
there is no place else to dispose of the lead. The Government has a policy to 
break up their lead-acid storage batteries with an ax or hammer before they 
are declared surplus, even though in many cases these batteries are for all 
practical purposes brandnew except for the fact that they are sufated. Ac- 
cording to Government policy, a battery that has set so long whether it has 
been put to use or not is supposed to be broken up and declared surplus. This 
is happening in thousands of cases throughout the land every day. 

Mr. John Thomas of GSA, who testified on Government disposal of surplus 
property and material, might be able to give your committee some information 
on this rather ridiculous situation. 

I wish to thank you and the committee for allowing me to appear here today. 


OPPOSITION TO FUNDS FOR FEDERAL TRADE COMMISSION 


Mr. Rircnt. Mr. Chairman and committee members, may I thank 
you for the opportunity accorded me to appear before this subcom- 
mittee today as it considers appropriations for the independent agen- 
cies and more particularly the Federal Trade Commission. 

Saint Augustine is credited with saying, “In doing what we ought, 
we deserve no praise, because it is our duty.” The task before me 
here today is not a pleasant one, and the conclusions I have reached 
are very distasteful to me. However, if I do not make certain facts 
available to this subcommittee, I will most certainly in the future 
feel negligent of my duty as a citizen. 

I have concluded that the Federal Trade Commission should be 
abolished and the work presently being done by the Commission be 
turned over to the Department of Justice, the Department of Health 
and Welfare, and the Commerce Department, where there is political 
responsibility. I have reached this conclusion in spite of the fact that 
in the Federal Trade Commission I have become acquainted with many 
capable men for whom I have the highest regard. I am convinced 
that the Federal Trade Commission is in violation of the Constitu- 
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tion, and as I have previously said, should be abolished. Jefferson, 
I believe it was, once said, that if the executive, judiciary, and legisla- 
tive branches of the Government were not kept separate and distinct, it 
would lead to tyranny. We have in the Federal Trade Commission 
all three functions in a single department. Now let us come to the 
case in point. 

For the past 7 years I have been, both as a citizen and as a business- 
man, persecuted by the Federal Trade Commission and the executive 
branch of the Government as a direct result of an unwarranted attack 
made upon the product I produce and sell, by the National Bureau of 
Standards. The first result of this attack by the Bureau was to 1s- 
sue a condemnation of my product by implication through an old cir- 
cular letter dated in 1931, although our product was not developed un- 
til the latter part of 1947. 

In June of 1949, the National Better Business Bureau, at the sug 
gestion of the National Bureau of Standards, registered a complaint 
with the Federal Trade Commission for false and misleading adver 
tising. The next move by the National Bureau of Standards was to 
issue to the National Better Business Bureau, who has as its members 
five of the world’s largest manufacturers of lead-acid storage batteries, 
a statement condemning our product by name, contrary to the stated 
policies of the National Bureau of Standards. Next came a com- 
plaint to the Federal Trade Commission from the Association of 
American Battery Manufacturers in March 1950, enclosing a letter 
from the Keystone Battery, Inc., of San Francisco, Calif., stating that 
our product was interfering with their replacement battery sales. 
Both of these letters can be found on pages 514 and 515 of hearings 
before the Select Committee on Small Business, United States Senate, 
March 31 through June 26, 1953, a copy of which is furnished for your 
files. 

The National Better Business Bureau flooded the market with the 
pamphlet condemning our product by name, furnished them by the 
National Bureau of Standards. The collusion between the National 
Bureau of Standards and the National Better Business Bureau, which 
was well known to the Federal Trade Commission, prior to issuing the 
complaint against us, is plainly shown in exhibit 16, pages 769 to 785 
of the Senate Small Business hearings previously mentioned. 

On February 24, 1953, a fraud order by the Post Office Department 
for allegedly misusing the mails to defraud was issued against us due 
to the advocacy against our product by the National Better Business 
Bureau, the National Bureau of Standards, and the Association of 
American Battery Manufacturers, Inc., acting in concert. After due 
consideration of the facts involved, the Post Office Department re- 
scinded its order on August 20, 1953, this only after the Senate Small 
Business Committee had held the above referred to extensive hearings 
and concluded on August 18, 1953— 
that Mr. Ritchie’s advertising is conservative and that his product does just 
exactly what his advertising claims. 

At the instigation of the National Bureau of Standards, a special 
Committee of the National Academy of Sciences was brought in to 
render a totally erroneous and untruthful report. This Committee 
was headed by aman who had heen convicted of a violation of the 
antitrust laws and no member of his committee wis a batte ry expe rt. 
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For further detail, see pages 58 and 59 of respondents’ answer to ap- 
peal brief, a copy of which is furnished. Also, see pages 126 to 136 and 
page 141 to page 170 of the annual report of the Senate Select Com- 
mittee on Small Business for 1954, a copy of which has been pre- 
viously furnished. These facts were well known to the Federal Trade 
Commission prior to issuing their complaint against us. 

Ordinarily you would think that having been tried by the Post 
Office Department and found not guilty, we would be free to market 
our product without further harassment by the Federal Government. 
Such a belief, however, would be naive. Certain types of products 
marketed primarily by small-business men are capable of being placed 
not only in double jeopardy but also in triple jeopardy by the Federal 
Government. By that, I mean that it is altogether possible for the 
Food and Drug Administration, the Post Office Department, and the 
Federal Trade Commission to try businessmen in sequence on virtu- 
ally identical charges. 

In my ease, it was the Federal Trade Commisison which sought 
to undo the rebuke administered to the Bureau of Standards by the 
Post Office Department by their dismissal of the fraud order through 
the issuance on March 11, 1954, of a cease and desist order that we 
had falsely advertised our product. The hearings before the Federal 
Trade Commission lasted from July 1954 to March 1956. It included 
hearings in the District of Columbia, 11 States and 13 cities. The 
hearing sessions numbered 103. I was forced to make 16 transconti- 
nental trips plus some 4,500 miles of wanderings up and down the 
east coast as far west as Chicago. The FTC hearing examiner dis- 
missed the complaint on November 9, 1955, stating in his decision that 
no case had come to his attention in which so large an amount of pro- 
bative evidence had been presented by a respondent. (In fact, gen- 
tlemen, we put on 50 practical battery experts, 5 of them our distribu- 
tors, from Boston, Mass., to Oakland, Calif. Many of them testified 
after 7 years of experience with the product that they had made 
their batteries last 2 to 3 times longer by treating them with Battery 
AD-X2 than their batteries normally lasted without treatment with 
AD-X2.) 

In all, 5 years have passed since the Bureau of Standards deliber- 
ately condemned our product by brand name and turned its denuncia- 
tion over to the battery industry at whose behest through the National 
Better Business Bureau and the Association of American Battery 
Manufacturers whose only interest it has been proved, was to sup- 
port the replacement sales of the lead-acid battery industry. It was 
at the insistence of the National Better Business Bureau and the Asso- 
ciation of American Battery Manufacturers that the National Bu- 
reau of Standards attacked us in the first instance. 

Mr. Chairman, there is an ample official record to bear out my state- 
ments. I shall not today even attempt to summarize the 510 pages 
of sworn testimony taken on the subject of Battery AD-X@ v. the 
National Bureau of Standards of the Senate Small Business Com- 
mittee in the spring of 1953. I might say here that we have found 
more expertness among the Senators on that committee on lead-acid 
storage batteries and more commonsense pertaining thereto than we 
have found among the so-called battery experts at either the Federal 
Trade Commission or the National Bureau of Standards. 
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In fact, we have always found more logic and commonsense in the 
Congress than among the experts. The expert may look down on 
the Congressman sympathetically, but the fact remains that a Mem- 
ber of either House learns more logic in a single election campaign 
than a scientist will learn in a lifetime. Here I would like to quote 
briefly from a recently published book titled, “Regulating Business by 


Independent Commission,” by Marver H. Bernstein, associate pro- 


fessor of politics, Princeton University. 


In 1931 Harold Laski challenged the view that experts were best able to in- 
terpret the needs of the community. He concluded that the expert can supply 
citizens and rulers with the raw materials necessary for making a final de- 
cision, but he cannot do the thinking for them. In a democratic society the 
citizen cannot abdicate his responsibility for making political judgments on the 
basis of relevant facts. Neither can he afford to permit democracy to suffer 
in ignorance because of the failure to utilize the knowledge and skills of the 
specialists. But Laski was fearful that democracy would transform itself 
into tyranny if experts were allowed to run society. ‘We must ceaselessly re- 
member,” he wrote, “that no body of experts is wise enough, or good enough 
to be charged with the destiny of mankind.” 

Laski’s reservations about the uses and abuses of expertise have been shared 
by Lord Lindsay, who has written perhaps the most distinguished treatise 
in democratic theory since Laski’s Grammar of Politics was published in 1925. 
Like Laski, Lindsay would prefer to see the expert on tap but not on top. 
According to Lindsay, experts “do not like being told that the shoes they so 
beautifully make do not fit. They are apt to blame it on the distorted and 
misshapen toes of the people who have to wear their shoes.” Lindsay quickly 
adds that “sound judgment” and “commonsense” are not the “products of igno- 
rance’ and that ordinary people do not have access to a source of certain 
wisdom which is denied to the expert. But Laski and Lindsay agree that a 
democratic society cannot run the risk of permitting the expert’s judgment 
to be final. 

“Expertise,” according to Laski, “* * * sacrifices the insight of commonsense 
to intensity of experience. It breeds an inability to accept new views from 
the very depth of its preoccupation with its own conclusions. It too often 
fails to see round its subject. It sees its results out of perspective by making 
them the center of relevance to which all other results must be related. Too 
often, also it lacks humility; and this breeds in its possessors a failure in 
proportion which makes them fail to see the obvious which is before their 
very noses. It has, also a certain caste-spirit about it, so that experts tend to 
neglect all evidence which does not come from those who belong to their own 
ranks * * * (The expert) tends to confuse the importance of his facts with the 
importance of what he proposes to do about them.” Laski adds, “There is, 
in fact, no expert group which does not tend to deny that truth may possibly 
be found outside the boundary of its private Pyrenees.” 

Laski visualized the expert as one who becomes immersed in routine and 
therefore “tends to lack flexibility of mind once he approaches the margins 
of his special theme. He is incapable of rapid adaption to novel situations. He 
unduly discounts experience which does not tally with his own * * * specialism 
seems to breed a horror of unwonted experiment, a weakness in achieving adapta- 
bility, both of which make the expert of dubious value when he is in supreme 
command of a situation.” 

The great failure of the expert, Laski stated, is his inability to understand 
“the plain man.” “What he knows, he knows so thoroughly that he is im- 
patient with the man to whom it has to be explained. Because he practices 
a mystery, he tends to assume that, within his allotted field, men must accept 
without question the conclusions at which he has arrived. He too often lacks 
that emollient quality which makes him see that conclusions to which men 
assent are far better than conclusions which they are bidden, without persua- 
sion, to decline at their peril.” 

Laski concludes that the expert “remains expert upon the condition that he 
does not seek to coordinate his specialism with the total sum of human know!l- 
edge. The moment that he seeks that coordination he ceases to be an expert. 
* * * The wisdom that is needed for the direction of affairs is not an expert 
technic but a balanced equilibrium.” The expert’s difficulty is that he lives 
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as an expert in a very small division of human knowledge and tends to make 
the principles of that discipline a cosmic framework for yielding answers and 
solutions to all problems and questions. 

The formulation of policy and the administration of public affairs require a 
sense of proportion which the expert all too often lacks. Experts who are pre- 
occupied in their specialism have an “intensity of experience” which destroys 
their sense of proportion. 

* a a * we * 


The limitations of the expert are relevant to all public agencies. But they 
appear to apply with special force to independent commissions. In commissions 
the staff experts are rarely balanced by commissioners who possess not the de- 
tailed knowledge of the experts but the aptitude for gaging the public mind and 
for integrating the points of view and proposals of the experts into a policy in the 
public interest. 


In our case, the Federal Trade Commission has mistakenly identi- 
fied the planned life expectancies of batteries by the battery manu- 
facturers for the purpose of making replacement sales, with the 
public interest. Congress might do well to remember this statement 
when the experts assume a superior attitude before the committees. 

Professor Bernstein who has himself had many years of experience 
in the Government with the Bureau of the Budget testified before the 
Select Committee on Small Business of the United States Senate dur- 
ing the hearings on November 30, December 1 and 2, 1955, on the FTC 


and ICC as follows: 


(c) Commissions tend to know more and more about less and less as their 
regulatory jurisdictions become narrower and narrower in relation to the general 
political and economic development of the country. They lack perspective, and 
their experts have a remarkable capacity for developing a type of professionalism 
that narrows the vision of the public interest. Economists, lawyers, accountants, 
and engineers become preoccupied with problems of their professional status 
and specialized points of view. 

(d) In terms of general administrative capacity, the commissions have long 
tolerated antiquated methods of doing their business which could not possibly 
survive in the ordinary private business. Complacency, inertia, and apathy 
appear as inevitable developments in the careers of commissions. Although 
tradition, precedent, and custom can harden into blind, deadening routine in all 
types of social organization, the commission seems to be peculiarly susceptible 
to the hardening of the administrative arteries. 

(e) And lastly, because of their acknowledged inability to plan their activities 
and provide constructive assistance to congressional committees in revising 
regulatory statutes, they gradually lose their sense of mission. In their mature 
stage, their concept of the public interest is hardly distinguishable from the views 
of the dominant regulated interests. 


On page 223, he goes on to state: 


6. Government agencies must act responsibly and be accountable for their 
activities and policies to the political branches of the Government. Ultimate 
responsibility for regulatory policies must be asserted by the legislative and 
executive branches in behalf of the electorate. 

10. There must be adequate legal safeguards against arbitrary, capricious, and 
unreasonable administrative action. 


And concluded on pages 224 and 225: 
pag 


In my judgment, the independent regulatory commission fails badly to meet 
the test of effectiveness in public regulation of business. The Commission tends 
to insulate itself from the Government as a whole. It tends to deplore political 
support even though its viability depends on such support. It prefers to rely 
instead upon the presumed expertness of its staff rather than upon political 
leadership and widespread popular support. It does not encourage public under- 
standing of regulations. Fear of control by the Chief Executive usually leaves 
the Commission without the political strength and stamina needed to balance 
the advice and counsel of the regulated groups. 
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The Commission’s capacity for securing legislative clarification of its mandate 
is severely limited. It has been unable to mobilize the political leadership and 
support needed to obtain progressive revision of the regulatory statutes. The 
Commission takes pride in the development of a high degree of specialism and 
expertness in a narrow field of regulation and strongly resists efforts to secure 
some collaboration and cooperation with other agencies of the Government. As 
a result, the regulatory programs are highly fragmented and lack internal 
consistency which might give them added strength. One Commission fails to 
benefit from the experience of another. 

With respect to political responsibility, it is an exaggeration to describe the 
Commissions as a “headless fourth branch of the Government’; neverthless, 
their political responsibility is seriously deficient. Responsibility to Congress 
is at best intermittent and rather personal. The dogma of independence encour- 
ages support of the dangerously naive notion of escape from politics and the 
substitution of the voice of the expert for the voice of the people. Expertness 
is made to appear incompatible with democratic political process. 

Moreover, the Commissions record concerning enforcement and compliance 
has been grossly inadequate. The growth of passivity tends to dilute and eventu- 
ally to destroy the assertion of initiative by Commissions. It is more convenient 
for Commissioners to play the role of judges in adjudicating disputes than it is 
to tackle the problems of winning support for what they want to do and to see 
that regulations are complied with and enforced. Administratively, Commis- 
sions have been notoriously ineffectual. 

In short, regulatory Commissions have not been satisfactory instruments of 
Governmental regulation of business. By insulating themselves from popular 
political forces, the Commissions have subjected themselves to undue influence 
from the regulated groups and tend to become protective spokesmen for the 
industries which they regulate. They have been singularly unimaginative and 
uninventive. They tend to define the interests of the dominant regulated parties 
as the public interest. Compared with the ingenuity, imagination, and inven- 
tiveness of American business, the Commissions are administratively inept, 
politically naive, intellectually passive and morally flabby. 


We have reluctantly and somewhat shamefully reached the same 
conclusions as Professor Bernstein. 

I shall not burden the committee with the 10,000 pages of testimony 
and 3,000 pages of exhibits accumulated painfully and at my dispro- 
portionate expenses by the Federal Trade Commission which resulted 
in the order of dismissal of the complaint by the hearing examiner. 
It is clear to anyone with even the slightest knowledge of my case and 
of several recent cases similar to mine that the Federal Trade Com- 
mission literally uses the Jarndyce v. Jarndyce method against the 
smaller businesses. No small business can match the taxpayers money 
used by the Federal Government to finance its bureaucratic barriatry 
in cases such as ours. If the work of the Federal Trade Commission 
is not turned over to the executive department, then I would strongly 
recommend that (1) They be required to bring their cases in the Fed- 
eral district courts and (2) They not be allowed to use Government 
laboratories in adversary proceedings since the tendency of the Gov- 
ernment employees in these laboratories and Government employees 
in the Federal Trade Commission to support each other is very strong. 
It amounts to nothing less than a fraternalism of self- preservation. 

We furnish the committee here a copy of a Harvard Law Review, in 
which Prof. Bernard Schwartz, professor of law, and director of the 
institute of comparative law, New York University, refers to the afore- 
mentioned book by Professor Bernstein. The Frenchman’s utter con- 
fusion in attempting to understand our administrative law in this 
review should be very interesting to this committee. 

Now as for the Federal Trade Commission’s ability in the field of 
false and misleading advertising, I think I can do no better than to 
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quote from the former Chairman of the Commission who appeared 
before this very same committee on May 20, 1955. 
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UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C., Friday, May 20, 1955. 
The subcommittee met at 10 a. m., pursuant to recess, in room G-—16, the Capitol, 
Hon. Warren G. Magnuson (chairman of the subcommittee) presiding. 
Present: Senators Magnuson and Potter. 


FEDERAL TRADE COMMISSION 


STATEMENTS OF Epwarp F. Howrey, CHAIRMAN; ALEXANDER AKERMAN, JR., 
EXxkCUTIVE Director; Rosert M. ParrisH, SECRETARY; Harry A. Bascock, 
DIRECTOR, BUREAU OF INVESTIGATION ; AND WILLIAM LEVIN, ACTING DIRECTOR, 
BUREAU OF ECONOMICS 


4 « = . * > + 


MISLEADING ADVERTISING 
** * 


Mr. Howrey. That is a very serious situation, and it is a very difficult one for 
us, and I would like to explain why. 

I gave you the insurance case. That was fairly easy. All we had to do was 
compare two documents and reach a conclusion. Now chlorophyll was one where 
we asked the Department of Agriculture, I think it was, to make these scientific 
tests. They said they could make them, but it would be very expensive, it would 
be perhaps inconclusive because it was a new field, and we just decided we would 
not at this time do anything about it. We have the burden of showing that the 
ads are false or misleading. We have the same problem in gasoline additives. 
We have had the Bureau of Standards working on that. They told us it would 
cost, I think, in the hundreds of thousands of dollars. 


TESTS ON GAS INFORMATION 


How much money did the Bureau of Standards say it would cost us to have 
tests made on the gas information? 

Mr. Bascock. With respect to these new gasolines, they said we would have 
to duplicate all of the experimental work by the big companies and it would run 
into the millions. 

Mr. Howrey. You hear on the radio every day that this gasoline has this and 
that added. Wedo not know whether it is false or not, and the scientific processes 
or the laboratory procedures are such that it is not possible or feasible to deter- 


mine the facts. 
* * & “ 


Mr. Howrey. And it is one of the places where we fall down, frankly. We 
are not doing a good job in my opinion on our scientific prublems. 

I further call the committee’s attention to pages 9 through 12 of 
the Sixth Annual Report of the Senate Select Committee on Small 
Business, a copy of which is hereby furnished. It seems to me that 
this proves that under this modus operandi the Federal Trade Com- 
mission has admitted through this former chairman that the law is a 
“respector of persons.” In other words, the big companies are not 
charged because they are too tough and the little companies are 
charged because of their inability to defend themselves. Here, I be- 
lieve it’s pertinent to quote from the letter of the Keystone Battery 
Co. This letter is exhibit 15 in committee print—hearings June 25, 
1953, Senate Select Committee on Small Business, previously referred 
to. 
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Mr. W. Brizee, now president of Keystone Batteries, Inc., testified 
under oath before a Federal hearing officer in May 1955 that he wrote 
the following letter and that he had no reason to change his opinion. 


KEYSTONE BATTERIES, INC., 
San Francisco, Calif., February 2, 1950. 
The ASSOCIATION OF AMERICAN BATTERY MANUFACTURERS, INC., 
ikron, Ohio 
(Attention: Mr. V. L. Smithers.) 

DeAR MR. SMITHERS: We have your letter of December 23 with enclosures 
which were very helpful to us. 

When the AD-X2 first came out, we thought they would kill themselves off in 
short order like most of the other battery additives in the past, but they seem to 
be getting stronger and reaching out further all the time, and they will probably 
reach Midwest and East unless something is being done. 

a % . « * * . 

We heard they sold the Army Ordnance Department in California $25,000 
worth of AD-X2 * * * 

We think it will be of benefit to all members if the association came out with 
2x bulletin quoting Bureau of Standards pamphlet, part of Geo. Wood Vinal’s 
letter dated December 7, 1949 * * * 

We were informed that the Tire, Battery and Accessory News (published by 
the Trade Press Bureau, Kansas City, Mo.) are endorsing this preparation 
probably on the strength of receiving an ad from the AD-—X2 people, and we 
think it might be a good idea if the association brought some pressure to bear 
on this magazine and made them retract this endorsement. If they refuse to do 
this, I feel sure that they would lose most of their subscriptions and ads from 
battery manufacturers, etc. 

This is a serious situation. We know that we have lost a considerable amount 
of business for last month alone and the loss of business to large manufacturers 
must have run into thousands. 

We feel sure that with the cooperation of the association and all its members 
we will be able to lick this thing. Looking forward to hearing from you, we are 

Very truly yours, 
KEYSTONE BATTFRIES, INC., 
W. Brizee, Secretary. 

As previously mentioned, this letter and the letter transmitting it 
to the Federal Trade Commission as a complaint, can be found on 
pages 514 and 515 of the Senate Small Business hearings of 1953 
previously furnished. We furnish you with a copy of extract from 
hearings before the Committee on Interst: ate and Foreign Commerce, 
My nited States Senate—nomination of William C. Kern to be a mem- 
ber of the Federal Trade Commission. We particularly call your 
attention to the historical background of this case starting on page 
104 and ending on page 112. On pages 109 and 110 of the heart ings, 
it is very plainly shown that the FTC knew as far back as 1951 that 
they had no case against Pioneers, Inc., and that the Bureau of Stand- 
ards had not conducted a proper test of the product; that there was 
no user complaint. On pages 87, 88, 89, and 90, dated on August 2 
and October 29, of 1954, is a memoranda from the Federal ‘Trade 
(‘ommission’s attorneys to their superiors pointing out that there is 
io user complaint in the file against the product. It should be borne 
in mind that we were charged on M: arch 11, 1954. Here we furnish 
the committee with the appeal brief and the answer brief of the Fed- 
eral Trade Commission’s attorneys. We believe that it would be an 
impossibility to find two briefs that more distort a record. 

A study of these briefs should be of assistance to the committee in 
understanding the utter impossibility of a small-business man to cope 
with the tactics used by the litigation division of the Federal Trade 





488 INDEPENDENT OFFICES APPROPRIATIONS, 1957 


Commission. We also furnish the committee with a copy of repent: 
ents appeal brief and their previously mentioned answering brief 
(The printing costs alone on these briefs were approximately $1,000.) 
These two briefs spell out the case in clearly defined detail. I believe 
it would be well here.to furnish the committee with a staff report of 
the Select Committee on Small Business of the House of Representa- 
tives, dated January 2, 1956, and an address by Wright Patman, Mem- 
ber of Congress in the House of Representatives, dated January 5, 1956, 
in which it is clearly shown that the FTC was shooting down the jack- 
rabbit in the monopoly field and letting the monopolistic hevhaet con- 
tinue to meander. It seems important to me that this merger situation 
should be a problem of the Department of Justice where there is 
political responsibility and there would be no excuse of divided re- 
sponsibility. Another thing that would be helpful would be to have 
congressional committees work on these mergers. It has been my ex- 
perience and observations that the congressional committees do a very 
good job and the staffs, of course, are directly responsible to the Con- 
orTress, 

The Federal Trade Commission has recently, according to the press, 
asked for additional funds to study mergers, and it seems that the large 
companies have already merged. Now, if the Federal Trade Commis- 
sion is given funds based on the jackrabbit versis elephants as shown 
in the monoply report of Chairman Patman’s committee, House small 
business, isn’t it just possible that they might prevent the merging of 
smaller companies, which is necessary in many instances, to protect 
themselves against the big companies already merged. Also in view 
of the tax picture, it is very necessary for many small companies to 
merge or be destroyed when the present management dies or is other- 
wise incapacitated. 

I have tried to tell in a nutshell what has happened to me as a small- 
business man. My product, under certain clearly stated conditions pro- 
longs the life of batteries. The battery industry, naturally enough, 
views such a product with alarm. This alarm was communicated to 
the National Bureau of Standards and the Federal Trade Commission. 
The Federal Trade Commission, knowingly or otherwise, has 
attempted to carry out the wishes of the battery manufacturers at the 
expense of the battery-using public and force our product off the mar- 
ket. When we went to Congr ess for relief, we were told that the Fed- 
eral Trade Commission was an independent agency. When we went 
to the executive branch for relief, we were told the Federal Trade 
Commission was an arm of Congress. Gentlemen, the rest is history. 
We are 7 years older and a half a million dollars poorer. 

If my remarks have been helpful to this committee, then I have ful- 
filled my duty as a citizen. If they are not helpful, I apologize for 

taking your valuable time. And, in any case, I wish to thank you 
once again for the opportunity of appearing before you. 

Thank you. 

(The following was supplied :) 


{From American City magazine, February 1956] 
AD-X2 MAKING HEADWAY 


After 7 years of testing in laboratories and large industrial accounts, Battery 
additive AD—X2 is finally available to the general public, reports Jess M. Ritchie, 
president of Pioneers, Inc., 2411 Grove Street, Oakland 12, Calif. FTC charges 
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that the product did not function according to claims made for it by the manu- 
facturer were dismissed recently by William L. Pack, examiner for the Federal 
Trade Commission. 

During the hearings, some 45 practical battery experts testified for Mr. Ritchie 
concerning their experiences with the product. These witnesses included the 
chief electrical engineer of the Gillette Razor Co., the operations supervisor of 
Lever Bros., and the chief electrician of the Boston Army Base. The substance 
of the testimony, according to the examiner, was that AD-X2 caused batteries to 
last longer, to recharge more efficiently, and operate more effectively, with less 
sulfation, less heat, and less water loss. It also showed that battery costs were 
materially reduced. Witnesses were heard not only on automotive-type bat- 
teries, but on “large stationary batteries and batteries used in forklift or in- 
dustrial trucks.” Batteries of this type are “frequently very expensive, costing 
up into the hundreds or even thousands of dollars,” according to Examiner 
Pack. He further stated, “their aggregate experience with the respondent's 
product includes thousands of batteries,’ and that “no other case has come to 
the examiner’s attention in which so large a volume of substantial and reliable 
user testimony was adduced.” 

Battery AD-X2 was scientifically developed to combat sulfation (hardening 
of the plates) in lead-acid batteries. It was perfected in 1947 under the direc- 
tion of the late Merle Randall, professor emeritus of the University of Cali- 
fornia. Jess M. Hitchie is the coinventor. 

In August 1953, after extended hearings, the Senate Select Committee on 
Small Business concluded: “That Mr. Ritchie's advertising is conservative and 
that his product does just exactly what his advertising claims.” Senator 
Edward J. Thye was chairman of the committee at that time. Senator John 
J. Sparkman, the present chairman of the Senate Select Committee on Small 

susiness, made the following statement concerning the FTC hearing examiner's 
decision: “This action is a spectacular triumph for all small-business men in- 
their fight to achieve equal treatment with big business at the hands of Govern- 
ment agencies.’ 
TESTING AT BUREAU OF STANDARDS 


Senator Macnuson. In your case, do they not go to the Bureau of 
Standards and take the conclusions of the Bureau of Standards? Was 
that not the fact? They did not do it themselves; they asked the 
Bureau of Standards? 

Mr. Rrrenmie. Right. 

Senator Magnuson. And the Bureau of Standards came back with 
a report to the Federal Trade Commission ? 

Mr. Rircnim. Right. 

Senator Magnuson. And they issued their conclusions, as I under- 
stand it, upon whatever advice they got, how bad it was or how small 
or great it was, from the Bureau of Standards. 

Mr. Ritrcnir. Well, it goes on a little further than that, Mr. Chair- 
man. They sent to get it ‘tested, and the Bureau turned back a report 
to them. So then they checked further—I have photostats of their 
files here—and found out that the Bureau had not tested it at: all. 

So then when the Association of Battery Manufacturers and the 
National Better Business Bureau, representing the Association of 
Battery Manufacturers, put the pressure on, they went back again 
and said, “Now do us a test.” We stayed there under suspicion for 
2 years, when nothing was done, you see, except that they sent a man 
out 

Senator Magnuson. What is the status of your case now? 








STATUS OF CASE 


Mr. Ritrcmir. Right here is the status of it now. 
The case was dismissed by the hearing examiner on November 9, 
1955. We were served with the dismissal on November 17, 1955 
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Notice of appeal by the FTC attorneys was filed within the 10 days 
specified. We also appealed from certain rulings of the hearing 
examiner. Appeal briefs were filed by both sides. January 16, 1956, 
after the FTC attorneys had asked for a 30-day extension of time. 
The FTC attorneys filed their answer to our appeal brief 30 days 
later. They had so distorted the record that we had to ask for an 
extension of time. Our answer to the FTC appeal brief was cae 
March 7, 1956. Forty-five minutes of oral argument to the side wa 

set for March 21, 1956, over my protest. I have been forced to thawed 
3,000 miles round tr ip, or 6,000 miles for 45 minutes of oral argument. 
Since March 21, the Federal Trade Commission has apparently not 
been able to get the decision through the FTC Division of Legal Assist- 
ance. I think they are working on this; they just don’t know how to 
get outa decision. Both myself: ‘and the cor poration’s attorneys feel the 
decision should have been rendered from the bench since the oral 
argument changed nothing and we know the Commissioners are not 
going to read nearly 10,000 pages of testimony and 3,000 pages of 
exhibits and probably would not understand it if they did, which is no 
reflection on them since they did not have the benefit of hearing the 
witnesses, seeing them, and the day-to-day knowledge afforded by hear- 
ing the witnesses and the off- the-record discussions which fully in- 


f ormed. the examiner. 
DECISION AWAITED 


In other words, I have been sitting here since March 21 in Washing- 
ton waiting for these fellows to turn out a decision that-should have 
been a matter of 10 minutes’ work. Every day I try to get some infor- 
mation on it. Every day they say, “Mr. Ritchie, we are doing our 
best. That is the best we can do.” And I believethem. I just do not 
believe that they know how to get out a decision. 

Senator Magnuson. You were here last year, too? 

Mr. Rirceute. Yes, sir. 

Senator, there were 16 trips across the Nation. 

Senator Magnuson. The airlines must like you. 

Mr. Ritcuir. They loveme. They are going to give me an admiral’s 
badge. That is what you call seeing the United States under the 
sponsorship of the Federal Trade Commission. 

Senator Macnuson. I know about this better than our committee, 
and if they have had sufficient time, I entirely agree with you that they 
should make a decision and get this over with. 

If you will formally ask 1 the chairman of this committee why they 
do not do something about this, I will send a letter down to them 
again and ask them “why they cannot make a decision. And if they 
are in the process of making one, inquiry can be made as to when 
they will do it, with a view to expediting it. 

Mr. Rrroum. Can I make that verbally now, Senator? 


CONTROVERSIAL CASE 


Senator Magnuson. Well, I would like to have just a note from 
you on it, so that we will have it for the record. Of course, as you 
appreciate, this has been a very controversial case. 

Mr. Rrrcute. It has been controversial for one reason only, Senator. 
They have said black is white. And when I say white is white, they 
go and get 10 other fellows to say, “No, black is white.” 
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Senator Magnuson. It is our business, of course, to see that they 
expedite their business down there. We will send a letter and ask 
them about it. 

Mr. Rircute. Here is all the material, the briefs and everything, 
for the committee. 

Senator Magnuson. All right. 


COMMUNICATIONS 


Mr. Ritcure. Also, I would like to have inserted this telegram that 
I sent the Federal Trade Commission, and this letter I sent Senator 
Kuchel, which explains the action after the telegram. 
Senator Magnuson. All right. 
(The material referred to follows :) 
OAKLAND, CALir., March 9, 1956. 


To Chairman, Federal Trade Commission, Federal Trade Commission Building, 
Washington, D. C.: 

Motion opposing further oral argument, docket No. 6190, Battery AD—X2 addi- 
tive. (1) That the case be decided on the record and the briefs. That all fur- 
ther oral argument be dispensed with including that set for March 21, 1956, 
(2) That the decision be rendered at the earliest possible date. (3) Discussion: 
The answering of the FTC appeal brief of 89 pages on the Hearing Examiner's 
dismissal of the complaint, each and every page containing distortions and omis- 
sions of the record, making the answer an all but impossible task, has exhausted 
us mentally and physically. 

To require respondents to travel 6,000 miles for 45 minutes of oral argument 
on the side is an unreasonable, financial hardship. After dragging us for ap- 
proximately 2 years through 11 States and 13 cities taking testimony and argu- 
ing in over 100 sessions of hearings, creating a record of 9,949 pages plus several 
thousand pages of exhibits, on a battery monopoly complaint and without a user 
complaint in the first instance, how can the Commission attempt to justify 
another 90 minutes and 6,000 miles of travel by respondents? 

For the Commission to take respondents away from their already unreason- 
ably abused small business for such argument is in violation of due process and 
cannot be justified. 

Urgent. Please advise action on this matter by return wire. 

PIONEERS, INC., 
JESs M. RitcHIE, President. 


Marcu 16, 1956. 
The Hon. THomas H. KucHEt, 
United States Senator, 
Senate Office Building, Washington, D. C. 

DeAR SENATOR KUCHEL: Our motion to cancel oral argument March 21, 1956, 
in the Battery AD-X2 case (copy previously sent to you) was denied. I am 
forced to travel 6,000 miles for another 45 minutes of pettifogging. 

We call the Senator’s attention to the language used in the quotations from 
the enclosed two copies: “This is an important case from many aspects’—from 
letter dated March 12, 1956, submitted by R. P. Bellinger and William M. King, 
attorneys supporting the complaint. The other quote is taken from a letter to 
Senators Sparkman and Thye dated January 20, 1956, from John W. Gwynne, 
chairman: “The importance of the case * * *,” 

We have this “importance” all through the record—from the Hearing Exam- 
iner, the FTC attorneys, and the Chairman of the FTC. What makes this ease 
so important? Is it because the battery monopolies working through the Na- 
tional Better Business Bureau and the National Bureau of Standards want Bat- 
tery AD-X2 off the market because it hurts their replacement sales? Is it 
because the FTC has literally dragged us all over the country taking worthless 
testimony on the side of the complaint from witnesses who had little or no 
knowledge of the product? Is it because the FTC could never establish a bona 
fide user complaint against the product although they tried? Or, is it important 
to the FTC that they drag this case out by pettifogging the issues until Pioneers 
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is completely ruined so that no other small business will ever dare oppose the 
FTC and the National Bureau of Standards again—regardless of how right they 
may be? 
Apparently, the FTC intends to stall some more after oral argument, according 
to Chairman Gwynne’s letter. 1 am convinced that legislation should be passed 
forcing the FTC to try their cases in the Federal district courts. 
Any help the Senator can give us in expediting the ending of this case which 
is nothing short of a national disgrace will be appreciated. 
Very truly yours, 
PIONEERS, INC. 
Jess M. Rircuir, President. 


Senator Macnuson. And send the communication to the Senate 
Appropriations Committee, directed to me. 
Mr. Rrremm. All right. And thanks a million, Senator Magnuson. 
Senator Magnuson. We will get this information for you. 


GENERAL SERVICES ADMINISTRATION 


STATEMENT OF J. M. THOMSON, JR., BRANCH MANAGER, WASH- 
INGTON OFFICE, COMMERCIAL CONTROLS CORP., WASHINGTON, 
D. C. 


TYPEWRITER PROVISION AMENDMENT 


Senator Magnuson. The next witness is J. M. Thomson, on GSA. 
Is he here? 

Mr. Tuomson. Yes, sir. 

Senator Maenuson. We will place in the record your letter to the 
committee and your letter to Mr. Taber. 

Mr. THomson. Please do. 

(The material referred to follows :) 


COMMERCIAL CONTROLS, CorP., 
Washington, D. C., April 17, 1956. 
Hon. WARREN G. MAGNUSON, 

United States Senate, Washington, D. C. 
DEAR SENATOR MAGNUSON: This request has reference to the present Independ- 
ent Offices Appropriations Act, H. R. 9787, now under consideration by the Senate. 
You will recall that a year ago I appeared before your committee in respect 
to the typewriter provision that is part of the General Services section of this 
appropriation act. You committee acted favorably to our request for an excep- 
tion in the language of the typewriter provision. However, it was receded from 
by the joint conferees and referred to the Bureau of the Budget for review. 
This is a request to appear before your committee again in the interest of my 
company and the change in this legislation in order to exempt Commercial Con- 
trols Corp. from this price limitation. 
It is my understanding that during the week of April 23 you will be having 
hearings on this appropriation act and that it might be possible for me to again 
appear on April 30. Therefore, I should like very much to have this opportunity 
and would appreciate being advised of the exact time by Mr. Earl W. Cooper of 

your committee. 
Respectfully yours, 
CoMMERCIAL CONTROLS CoRP., 
J. M. THOMSON, Jr., 
Branch Manager. 


CoM MERCIAL CONTROLS Corp., 
Washington, D. C., March 13, 1956. 


Mr. Jack Horr, 
Administrative Assistant, Office of Senator Warren G. Magnuson, 


United States Senate, Washington, D. C. 
Dear Mr. Horr: This morning I talked with Congressman John Taber, one of 
the managers of the House joint conferees. We are enclosing a copy of the letter 
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and booklet sent to Congressman Taber. Copies of these were also sent to Mr. 
Earl W. Cooper, your committee clerk. 

Congressman Taber has agreed to give his support to the passage of the amend- 
ment concerning the typewriter clause in the General Services Administration 
section of the Independent Offices Appropriations Act. 

However, in order that this offer of help be any good, it will be necessary 
that the Senate include the amendment which they passed last year. Reference 
Senate Report 411, amendment 22. 

This is a request for help by your Senator in bringing this about. 

Senator Magnuson and his committee are in agreement with the presentation 
we made to them last year and, therefore, it is hoped that he will again include 
the same language so that the joint conferees will have another opportunity to 
approve the Senate’s action. 

Our company is still vitally interested in this matter, and we do very much 
appreciate the help of your office. 

Very truly yours, 
COMMERCIAL CONTROLS CorpP., 
J. M. THOMSON, Jr., 
Branch Manager. 


MARcH 138, 1950. 
Hon. JOHN TABER, 
House of Representatives, Washington, D. C. 

DeAaR MR. TABER: Following our conversation of this morning, herewith is a 
brief résumé of our activity in connection with the typewritter language on page 
18, line 10 through line 24 of H. R. 9739, 84th Congress, 2d session. 

About a year ago I came to your office and discussed this subject with you. 
At that time you recommended that I immediately get in touch with Mr. 
Thomas, chairman of this committee in the House. I immediately made a 
presentation in respect to our tape-operated reading and punching electric 
writing machines, and I presented it to Mr. Thomas’ office. It was subsequently 
turned over to the clerk of the committee, Mr. Skarin. Unfortunately, by the 
time the committee received this H. R. 5240, 84th Congress, 1st session, had 
already passed the House. It was then suggested by the committee that I take 
the matter up on the Senate side, which I did. The Senate committee recom- 
mended that I get in touch with Senator Warren Magnuson. I did this and 
fortunately was given an opportunity to appear before the Senate Appropria- 
tions Committee to make a presentation on the basis of new data. This was 
done during the month of June and the Senate acted favorably on it and 
included the language in H. R. 5240 and passed the Senate in this form. The 
details of the Senate’s attitude and recommendation is contained in their report 
No. 411, 84th Congress, 1st session. When this act was submitted to the joint 
conferees for their approval, it went forward as amendment 22 in the Confer- 
ence Report No. 871. However, the joint conferees disallowed the inclusion of 
this amendment in the law and their comments are indicated along side amend- 
ment 22 on page 9 of the conference report. The action of the joint conferees 
was to refer the matter to the Bureau of the Budget for review of the entire 
subject. 

I proceeded to follow this matter with the Bureau of the Budget, and I met 
Mr. George Mullins and had him to our office in Washington to show him all of 
our tape-operated reading and punching equipment. I also explained to him 
thoroughly the use of the equipment and reviewed with him the presentation 
made before the Senate committee. A short time later the project for review 
was given to another gentleman by the name of Mr. Howard Schnoor. I again 
reviewed with Mr. Schnoor the presentation and reports made before the Senate 
committee and also showed him our tape-operated reading and punching equip- 
ment. Mr. Schnoor then proceeded to do the investigation as recommended 
by the joint conferees. He asked me to give him some diagrammatic examples 
of our equipment and other tape-operated punching and reading equipment that 
were not subject to the limitations in this law. Mr. Schnoor told me some time 
ago that he had finished his work on this subject but that the information had 
not been forwarded to the Appropriations Committee as yet. Therefore, early in 
1956 I wrote to Mr. Roland Hughes, Director of the Bureau of the Budget 
and a reply was received from him this morning, March 13. Mr. Hughes stated 
that they had made the review as requested by the House Appropriations Com- 
mittee and that a report has been drafted. He indicated that they expected to be 
able to submit their report to the committee in short time. 
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The above brings this matter up to date. However, the current act, H. R. 973), 
as you know, has already passed the House of Representatives and there has 
been no change in the language, that is to say, the exception we are anxious 
to have was not included. Apparently, because your Committee has not yet 
received the report from the Bureau of the Budget. 

I am going to make every effort to again have the Senate include the sug- 
gested language in this act during this session of Congress with the hope that 
when the subject again comes before the joint conferees that they will see fit 
to pass it into law. 

Your kind assistance in this matter will be greatly appreciated as our com- 
pany does not feel in any way that we should be subject to this limitation; 
particularly in view of the many other tape-operated punching and reading 
machines that are not subject to this typewriter limitation. 

I am enclosing for your review two booklets. The one booklet is produced 
by the Moore Business Forms Co. and clearly shows the complexities of tape- 
operated reading and punching machines and their various uses. It is easy to 
see that such equipments as listed herein are not typewriters and, therefore, 
should not be subject to this limitation. I have indicated various pages in this 
booklet for you to scan. 

The second booklet is produced by the Western Union Co. and this also illus- 
trates on page 15 our equipment which is used in conjunction with punching and 
reading of paper tape and the transmission of it. 

We will greatly appreciate your support in aiding us to have the language in 
this law amended to provide for exception of tape-operated punching and reading 
electric writing machines. 

Very truly yours, 
CoMMERICAL ContTror.s Corp., 
J. M. THomson, Jr., Branch Manager, 


CONFERENCE ACTION 


Senator Magnuson. Now, the chairman knows all about this, too. 

Mr. THompson. You know all about it, yes. I am here with just 
one request, and that is to ask you and your committee to incorporate 
the same language in this. 

Senator Magnuson. Last year we put the language in. Then, in 
the conference, amendment No. 22, to strike out the language proposed 
by the Senate. 

In striking the matter proposed by the Senate relating to tape-operated record- 
ing and reproducing electric writing machines the committee of conference states 


that this is a matter subject to definition and the Bureau of the Budget should 
review the entire subject. 


Mr. THomeson. And report to you. 
LETTER FROM BUDGET BUREAU 


Senator Magnuson. Yes. And here is the letter, which we have 
just received from the Bureau of the Budget. 

Mr. Tuompson. Good. Negative? 

Senator Magnuson. Mr. Cooper informs me the substance is on 
page 6. We will put the whole thing in the record. 

(The material referred to follows :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupGET, 
Washington, D. C., April 30, 1956. 
Hon. CARL HAYDEN, 
Chairman, Senate Appropriations Committee, 
United States Senute, 
Washington, D. C. 

My Dear Mr. CHAIRMAN: Enclosed is a report prepared by staff of the Bureau 
of the Budget entitled “Report on Typewriter Legislation, Title I, of Independent 
Offices Appropriation Act, Limiting the Prices the Government May Pay for 
'Typewriting Equipment.” 
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This report is being submitted to your committee and to the House Committee 
on Appropriations as requested by the conference committee on H. R. 5240, S4th 
Congress, the independent offices appropriation bill for 1956 (p. 9 of H. R. 871, 
S4th Cong.). 

If we can be of further assistance on this matter, please inform me. 

Sincerely yours, 
PERCIVAL BRUNDAGE, Director. 


REPORT ON TYPEWRITER LEGISLATION, TITLE I, OF INDEPENDENT OFFICES APPRO 
PRIATION AcT, LIMITING THE PRICES THE GOVERNMENT MAY Pay For TyPE 
WRITING EQUIPMENT 


Prepared for the Committees on Appropriations of the Senate and the House of 
Representatives of the United States by United States Bureau of the Budget. 
April 1956 


This report is submitted to the Appropriations Committees of the Senate and 
the House of Representatives as requested by the conference committee on H. R. 
5240, 84th Congress, the independent offices appropriation bill for 1956 (see p. 9 
on H. Rept. 871, 84th Cong.). Since 1949 appropriation acts have contained lan 
guage providing that the price paid by the Government for a typewriter may not 
exceed 90 percent of the lowest net cash price plus applicable Federal excise 
taxes accorded the most-favored customer (other than the Federal Government 
itself, the American National Red Cross, and purchasers of machines for instruc- 
tion purposes) of the manufacturer during the preceding 6 months. Questions 
have been raised as to the applicability of this provision to certain specialized 
kinds of equipment, and last year the Senate approved additional language which 
would have excepted “tape-operated recording and reproducing electric writing 
machines” from this pricing restriction. This additional language was deleted 
by the conference committee, however, and the Bureau of the Budget was re- 
quested to review the subject. 


HISTORY OF TYPEWRITER LEGISLATION 


A price provision for typewriters has existed in various forms since the begin- 
ning of World War I. The original intent of the legislation was to insure that 
Federal agencies, which at that time purchased much of their supply and equip- 
ment needs independently, paid uniform prices for the same typewriting 
machines. In addition, for shorter periods, the Congress restricted the numbe1 
of typewriters which the Government could purchase. 

The first price restriction, which lasted until fiscal year 1921, barred the pur- 
chase of any typewriting machine at a price in excess of the lowest price paid by 
any Government agency for substantially the same make and model of machine 
in the 2 years preceding the time of purchase. Then, beginning in 1922, an actual 
dollar ceiling was fixed in law for each of the various sizes of standard typewrit- 
ing machines, starting with $70 for a machine accommodating 10-inch paper. 
Higher prices were set for larger machines and eventually for noiseless machines. 
Bookkeeping and billing machines, however, were excepted from these price 
ceilings in 1922, and electric machines were excepted in 1942. The original prices 
set in the 1922 law continued in effect until 1948, when they were finally raised 
by about 10 percent. 

In 1948 the price-restriction language underwent a major change. The new 
language barred purchase of any typewriter (the adjective “standard” was 
dropped) at a price in excess of 90 percent of the lowest net cash price, plus 
applicable Federal excise taxes, accorded the most-favored customer (other 
than the Government and purchasers of machines for instructional purposes 
only) of the manufacturer during the preceding 6 months. At the same time, 
the number of typewriters to be purchased was limited to those which could not 
be supplied by the Bureau of Federal Supply (Treasury Department) from 
excess stocks on hand. 

The 1949 language is still in effect except for minor changes, such as the addi- 
tion of the American National Red Cross to the group of customers whose pur- 
chases do not affect the prices to be paid by the Government. Bookkeeping and 
billing machines continue to be excepted by law from the price provision; how- 
ever, electric typewriters are no longer excepted. 
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APPLICATION OF TYPEWRITER LEGISLATION TO NONSTANDARD EQUIPMENT 


Ever since pricing restrictions have been imposed on Government purchases of 
typewriters there have been questions as to the applicability of these restric- 
tions to machines other than standard typewriters. For example, from 1922 
through 1948 the statute applied to “standard typewriting machines.” Under 
that language in 1925 the Comptroller General ruled that noiseless typewriters 
were to be considered “standard” machines and subject to the law (4 CG 1045). 
Later it was ruled that certain automatic and electric typewriters were to be 
considered as standard equipment (5 CG 900, 6 CG 459, 16 CG 70). In each of 
these cases the rulings were based on the principle that if the same work could 
be produced both on regular typewriters and on noiseless, automatic, or electric 
machines they were all to be considered and treated alike. By the same token, 
it was ruled that a machine with 2 additional keys was nonstandard and not 
subject to the price provision because other typewriters could not produce the 
same work (27 CG 625). 

These problems became more complex in 1949 when the adjective “standard” 
was dropped from the statute. The Comptroller General then issued new rulings 
on typing equipment. In ruling on the applicability of the new language to 
Varitypers, Hektowriters, and proportional spacing machines, the Comptroller 
General stated that the Congress in enacting the 1949 law had indicated an 
intent to apply the price provision both to standard and nonstandard equipment 
since (a) the Congress had deleted the word “standard” from the law; (6) the 
Congress had indicated that only special nonstandard machines not available in 
excess stocks were to be purchased under the law in any case; and (c) the Con- 
gress had indicated that the scope of the provision normally would have covered 
bookkeeping and billing machines if they had not been specifically excepted from 
the law (28 C. G. 146). The Comptroller General ruled that Varitypers, Hekto- 
writers, and similar machines were as subject to classification as typewriting 
machines as were bookkeeping and billing machines even though standard typing 
equipment could not produce similar work. 

Under the same principle in 1951 the typewriter provision was held to be appli- 
cable to Flexowriters and Justowriters manufactured by the Commercial Controls 
Corp. (31 C. G. 136). These machines produce typewritten copy, and also pro- 
duce punched coded tapes which can be used in certain automatic reproduction 
and transmission processes, addressing machines, wire communication devices, 
and input and output devices for digital computers. They can also “read” the 
coded tapes produced by certain telegraphic and computing equipment and can 
produce typed copy from these tapes. These machines may be used as compo- 
nents of integrated electronic data processing systems. The Comptroller Gen- 
eral’s decision that these machines are subject to the pricing restrictions for 
typewriters was based in part on the fact the patents covering the machines 
categorized them as typewriters. 

This decision has been disputed for some time by the manufacturer of the 
equipment, the Commercial Controls Corp. The company has contended that the 
machines it produces should not be regarded as typewriters within the meaning of 
the law. The corporation has pointed out to congressional committees on several 
occasions the problems and inequities resulting from the classification of its equip- 
ment as typewriters and has requested the Congress to consider an amendment 
to exempt its equipment. The amendment exempting tape operated recording 
and reproducing electric writing machines, which was approved last year by the 
Senate and later deleted by the conference committee resulted from the efforts of 
this manufacturer. 


HOW THE GOVERN MENT BUYS TYPEWRITERS 


Since 1949, the procurement of typewriters as well as other supplies and equip- 
ment for the Government has been governed by the Federal Property and Admin- 
istrative Services Act, as amended (Public Law 152, 81st Cong., 63 Stat. 377). 
Under this act, the General Services Administration arranges for the procure- 
ment of typewriters by Federal agencies. Typewriter manufacturers submit 
bids and term contracts are awarded. Federal agencies order typewriters 
directly from the manufacturers under the terms and at the prices of these term 
contracts. The term contracts are called Federal supply schedules and they 
contain the following provision which relates to the statutory restriction on 
prices: 

“The prices charged hereunder during any quarter of the contract year shall 
not exceed 90 percent of the lowest net cash price, plus applicable Federal excise 
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taxes, accorded the most favored customer (other than the Government of the 
United States, the American National Red Cross, and the purchasers of type- 
writing machines for educational purposes only) of the manufacturer of such 
machines during the 6-month period immediately preceding such quarter. The 
contractor agrees that the prices will be reduced to such extent, if any, as may be 
necessary to comply with the price limitation stated in the preceding sentence of 
this paragraph.” 

Under the Federal supply schedules, contracts are not awarded exclusively to 
these public carriers will rise sharply, with passenger volume going up at a 
under which Federal agencies may order typewriters from any of the major 
manufacturers. This arrangement is considered necessary because the Govern- 
ment has requirements for the various makes of machines. While there is not 
as much difference as once existed between the touch and mechanical character- 
istics of different makes of modern standard typewriters, stenographers become 
accustomed to a particular make of machine and frequently express their prefer- 
ences. In the interests of morale and higher production, it is customary to try 
to furnish the kind of typewriter which a stenographer requests. This is par- 
ticularly true when old machines are being replaced and when prices for the 
various standard makes are identical as they now are. 

The multiple award arrangement means that each of the major typewriter 
manufacturers gets a portion of the Government’s typewriter business and the 
size of this portion does not depend on competitive pricing alone but rather 
upon the preferences of the users and sales efforts after the contracts have 
been awarded. Under such conditions, it is contended that the Government’s 
interests are not protected adequately by competitive-bid procedures and the 
purpose of the statutory price limitation has been to assure that the Govern- 
inent’s interests are more fully protected under these circumstances. 


EFFECTS OF STATUTORY LIMITATIONS ON PRICES OF TYPEWRITERS 


The present statute has not prevented manufacturers from selling type- 
writers to the Government. Sales of standard typewriters to the Government 
amounted to more than $5 million for the year ended September 30, 1954, in 


addition to lesser sales of various specialized machines. No evidence has 
been brought to our attention indicating that the manufacturers of special 
equipment have refrained from selling to the Government because of the 
statute. The Commercial Controls Corp., for example, continued to furnish 
its equipment to Government agencies. 

We are not able to state definitely whether the Government saves money 
as a result of the statutory price limitation. There is a possibility that 
the Government would obtain greater discounts than commercial users get even 
without a statutory limitation simply because the Government’s purchasing 
power is so great. There is no assurance that this would be true of type- 
writer purchases although the Government is able to get favorable prices on 
many other kinds of equipment without special legislation. 

It is also possible that the statutory price limitation influences the prices 
quoted by manufacturers to their private customers as well as prices quoted 
to the Government. For example, if a manufacturer who supplies the Gov- 
ernment with typewriting equipment wishes to compete for additional pri- 
vate business, the price quoted to the private concern could be affected by 
the statutory limitation on his sales to the Government. It might not be 
worth while for a manufacturer to get the additional private business if, 
as a result, it would be necessary to reduce further his prices to the Gov- 
ernment. In other words, the effect of the statutory price limit could be 
to cause higher prices for certain commercial users instead of lower prices 
for the Government, or possibly a combination of both effects. We know of no 
way conclusively to prove or disprove claims that prices are affected in this 
Inanner. 

The statutory requirement has not prevented increases in prices for type- 
writers quoted to the Government. For example, the Government price for 
a standard 11-inch manual typewriter was $123.50 in 1953. In 1954, the 
price was $139.50 and in 1955 the price was $148.50, an increase of 20 percent 
over the 3-year period. A few years ago Government prices for different 
standard makes of typewriters varied but at present prices are uniform. 

Although it is not possible to determine precisely the effect of the statu- 
tory requirement upon the prices quoted to the Government, it is generally 
helieved by some people concerned with typewriter procurement for the Gov- 
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ernment that prices probably would rise to some extent without providing 
some other method of assuring that the Government's interests are protected. 
The reasoning behind this belief is that there cannot be free and open competi- 
tion for typewriters when the Government uses several makes of typewriters 
and the portion of the total business which a given manufacturer gets does 
not depend primarily on the price he quotes. Again, there is no way to prove 
how the repeal of the statute would affect prices. 

The effect of the statutory price limitation upon manufacturers of spe- 
cial equipment such as the Commercial Controls Corp. is not quite the same 
us for manufacturers of standard typewriters because all of the manufac- 
turers of standard typewriters are affected by the statute whereas some 
of the specialized equipment covered by the statute is in competition with 
other equipment which is not subject to the statute. For example, equip- 
ment sold by Commercial Controls Corp. produces punched tape and can 
be used for typing. It is therefore subject to the statute yet it must com- 
pete with equipment which can be used for the same purposes although it 
does not have features which make it subject to the statute. Again we know 
of no method of determining the actual effect of the statute upon these manu- 
facturers of specialized equipment. No actual cases have come to our at- 
tention in which a manufacturer of special equipment failed to sell his equip- 
ment to the Government because of the statute limiting the prices he could 
charge. 

CONCLUSIONS 


We are unable to determine definitely what effect the price-limiting statute 
has upon prices which the Government pays for either standard or special 
typewriting equipment. However, it can be concluded on the basis of facts 
available that (1) the statute apparently has not prevented manufacturers from 
soliciting and handling Government business, (2) it has not prevented price in- 
creases amounting to about 20 percent in the past 3 years, (8) the procurement 
and use of typewriting equipment in the Government involves some special prol- 
lems of pricing and competition, (4) there appears to be some inequity in the 
application of the statute to specialized equipment when competing equipment 
does not fall under the statute, (5) the problem of determining whether special- 
ized equipment should be affected by the statute is of long standing and is not 
limited to equipment which produces punched tape as well as typed copy, and 
(6) it is possible to protect the Government’s interests more effectively now thar 
when typewriter price restrictions began nearly 40 years ago beeause, instead 
of each agency purchasing independently, the General Services Administration 
contracts centrally for such equipment and if necessary, may negotiate prices 
downward after bids have been received. 

From the standpoint of an individual manufacturer of specialized equipment. 
we believe the Congress would be justified in amending the language of the 
Statute as proposed last year to exempt tape-operated recording and reproducing 
electric typing machines. However, we are convinced that such an amendment 
will not solve the basic problem of borderline types of equipment with which 
the Comptroller General has had to deal for the past several decades. As long 
as the statute is intended to apply to nonstandard equipment as well as to 
standard typewriters, we believe that some definite principle must be followed 
consistently in determining when the price limitation must be imposed. Border- 
line cases are unavoidable. In general we believe the decision should be based 
more on the kind of end product of the equipment itself, such as typed copy, 
rather than the mechanical principle involved whether it be punched tape, 
manual use of a keyboard, or some new method not yet on the market. 

Aside from the immediate question involving a particular kind of borderline: 
equipment, we believe a basic issue is the equity of a statutory requirement that 
one particular industry must sell its product to the Federal Government at a 
special discount. When price restrictions on typewriters were first imposed, the 
equipment was bought independently by various Federal agencies. Now it is 
bought centrally. We believe it would be appropriate at this time to reexamine 
and perhaps test the necessity for and the equity of a statute which requires 2 
special price concession from one particular industry while following a different 
philosophy with respect to other supplies, equipment, and services which the 
Government buys. If a statutory price concession is necessary for typewriters. 
why is it not also imposed on various kinds of accounting machines, some of 
Which are manufactured by the same companies which make typewriters? 
Should not the same principle be applied to accounting and other equipment 
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which is rented rather than owned by the Government? Should not the manu- 
facturers of various kinds of duplicating and reproducing equipment be required 
to give the Government a special discount to the same extent as the typewriter 
companies ? 

We believe an even more fundamental issue is the equity of a statutory re- 
quirement that a special price concession be given to the Federal Government 
be low that whieh can be made available to State or local governments or to 
private industry. Does the Government have an inherent right to demand by 
statute such a special price concession regardless of the volume of its require- 
ments? Or should the Federal Government be on the same basis as a com- 
mercial buyer or a State or city in deriving any price advantages primarily 
from the fact that it can buy in larger quantities? Should not the Federal 
Government be responsible for exercising the same diligence and skill in buying 
that is required of a State or city government or an industry? We believe the 
committee would be justified in reconsidering the appropriateness of the type- 
writer legislation frem this standpoint. 


APPROPRIATION LANGUAGE PROVISION 


Senator Magnuson. What suggestion would you make on it? 

Mr. Tuomson. I will go back to the suggestion you made to me last 

ar When you asked the question, Whi at are the various methods of 
accomplishing this ? 

You raised the question, Why don’t we delete it in its entirety? I 
said that would satisfy us. However, I do know that there is a 
long: 

Senator Magnuson. The rest of the committee would not agree with 
me. They wanted some language. 

Mr. Tuomson. That was all right. The exception satisfied us. 

But if you just deleted the entire matter, all of the language, that 
would accomplish what I am out to accomplish as well. But I recom- 
mended to you 

Senator Magnuson. I do not know what they say here. 

Mr. THomson. The opening paragraphs seem to indicate that they 
ure In agreement. 

Senator Magnuson. They do not object to the language, at least, 
that. we put in? 

Mr. Tuomson. No. Asa matter of fact, after I read that report 

Senator Magnuson. Have you read this? 

Mr. Tuomson. No; I have not seen it, but I did have the Bureau 
of the Budget people come to our office and see this equipment. 

Senator Magnuson. I tell you what you do with this. You take 
this and read it. Then you put a statement in the record following 
this, what you think it means. 

Mr. Tuomson. All right. 

Senator Magnuson. How is that? 

Mr. Tuomson. That is good. 

Senator Magnuson. We will bring the matter up when we write 
up the bill, subject to your statement after you read this. 

Mr. Tuomas. Right. I will bring this back up tomorrow; is that 
ll right? 

Senator Magnuson. That is fine. 

Mr. Tuomson. Thank you very much. 
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(The statement referred to follows :) 


COMMERCIAL ContTROLS Corp., 
Washington, D. C., May 1, 1958. 






Hon. WARREN G. MAGNUSON, 
United States Senate, 
Senate Office Building, 
Washington 25, D.C. 

DrEAR SENATOR MAGNUSON: I appreciated the opportunity to appear before you 
yesterday in connection with my company’s interest in the amendment to the type- 
writer language which was approved and passed by the Senate last year. I also 
appreciated receiving the copy of the Bureau of the Budget report to your com- 
mittee and I am returning it herewith. 

I should like to make the following statements in connection with this report: 

(1) On page 6, first paragraph, the Bureau of the Budget indicates in the first 
sentence that the Congress would be justified in amending the language of the 
statute because of the very specialized nature of Commercial Controls Corp. 
equipment. 

(2) In the first paragraph of their conclusion on page 5, item 4, “there appears 
to be some inequity in the application of the statute to specialized equipment when 
competing equipment does not fall under the statute,’’ Commercial Controls 
equipment is in direct competition with various other tape-operated machines 
which do not fall under this statute. This was one of the points made in reqnest- 
ing the amendment with which you are familiar. 

(3) There is precedent established for such an exception to this language that 
we are requesting, in that electric typewriters were excepted from this limitation 
in 1942. This is covered in the third paragraph of page 1. 

Therefore, Commercial Controls Corp. again asks favorable consideration of 
this amendment by your committee. We trust that in view of the agreement of 
the Bureau of the Budget you will again include the following: “and tape- 
operated recording and reproducing electric writing machines” to follow “except 
bookkeeping and billing machines,” line 14, page 18, of H. R. 9739. 

Your help in this matter is greatly appreciated by our corporation. 

Very truly yours, 



























J. M. THomson, Jr., Branch Manager. 










PREPARED STATEMENTS 





Senator Magnuson. Now, the National Home Builders Association 
are going to file a statement. The Transport Association of America 
and others, all on ICC, and then the National Association of Railroads 
and Utilities Commissioners is a separate statement. 

Mr. Sueruerp. Dr. George Baker here, our president, is going to 
speak in behalf of the groups as a whole. 

Senator Magnuson. Why does Mr. Baker not speak for you all and 
we will put all the statements in the record ? 












INTERSTATE CoMMERCE COMMISSION 


STATEMENT OF GEORGE P. BAKER, PROFESSOR OF TRANSPORTA- 
TION, HARVARD GRADUATE SCHOOL OF BUSINESS ADMINISTRA- 
TION, PRESIDENT, TRANSPORTATION ASSOCIATION OF AMERICA 













SUPPORT FOR AGENCY FUNDS 








Mr. Baxer. My name is George P. Baker. I am professor of trans- 
portation of the ‘Harvard Graduate School of Business Administra- 
tion, Boston, Mass. I am appearing today as president of the Trans- 
portation Association of America, and as ‘spokesman for all segments 
of the transportation industry, including carriers and shippers, who 
deal directly with the Interstate Commerce Commission. 
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This group, which includes the American Short Line Railroad 
Association, American Trucking Associations, American Waterways 
Operators, Association of American Railroad, Committee for Pipeline 
Companies, Freight Forwarders Institute, and the National Associ- 
ation of Motor Bus Operators, is in complete agreement that the ICC 
needs more funds if it is to be expected to carry out the responsibilities 
assigned to it by Congress. A spokesman for the National Industrial 
Traffic League will follow with a statement in support of this position, 
and I would like to call on the other gentleman. 

While we found many areas of need in our studies of this problem, 
we did feel that it was particularly acute in the following: 

1. Enforcement of motor carrier regulations: With only about 105 
fieldmen and 46 safety men to cover the entire country, the commission 
has not been able to effectively administer or enforce the economic 
and safety regulations that are applicable to almost 20,000 motor 
carriers subject to its jurisdiction. This inability to enforce the act 
has resulted in widespread violations by carriers who are supposed 
to be subject to its provisions. A sizable increase in field personnel 
is essential if motor carrier regulation is to be effective. 


tATLROAD SAFETY 


Senator Maenvson. I might say that when the ICC appeared before 
us last week the committee went into this quite in detail, and as you 
heard today also, on railroad safety. 

I think the committee generally is of the opinion that the cut should 
be restored, whatever cut was made, particularly in this field. 

I, myself, pointed out as you a and you know very well, this 
is growing all the time, and I think I did mention it as a very small 
amount compared to the percentage that transportation is in our 
economy. 

Mr. Baker. It certainly is. 

Senator Macnvson. I do hope, and I am just speaking for myself, 
not for the rest of the committee, that we not only restore the cuts 
in this field, but even consider that we might even add something to it. 

Mr. Baker. That, of course, is what we would like to see, sir. 

Senator Magnuson. We will have to ask the Commission, which 
the committee will do, because we have to get down to dollars and 
cents here, and you might help me with this question: How many 
more men do you think would be desirable in this particular field? 

Mr. Baxer. If I might, Senator, I would like to leave that to Mr. 
Pinkney, of the American Truc ‘king Associations, who can do that a 
little better than I can. 

Our main purpose here is to ask that the $100,000 cut be put back 
in and that the $39,000 be added rather than taken out of some other 
part of the act. T think Mr. Pinkney is going to argue more than that. 

It seems to me to be a waste of time by reading i in the record here 
the remainder of the statement, and I would like to put it in the record. 


PREPARED STATEMENT 


Senator Magnuson. Yes, the entire statement may be placed in the 
record at this point. 
Mr. Baker. Thank you. 
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(The statement referred to follows :) 


STATEMENT OF GEORGE P. BAKER, PRESIDENT, TRANSPORTATION ASSOCIATION OF 
AMERICA, IN SUPPORT OF AN INCREASED BUDGET FOR THE INTERSTATE COMMERCE 
COMMISSION 


My name is George P. Baker. I am professor of transportation of the Harvard 
Graduate School of Business Administration, Boston, Mass. I am appearing 
today as President of the Transportation Association of America and as spokes- 
man for all segments of the transportation industry, including carriers and 
shippers, who deal directly with the Interstate Commerce Commission. 

This group, which includes the American Short Line Railroad Association, 
American Trucking Associations, American Waterways Operators, Association 
of American Railroads, Committee for Pipe Line Companies, Freight Forward- 
ers Institute and the National Association of Motor Bus Operators, is in com- 
plete agreement that the ICC needs more funds if it is to be expected to carry 
out the responsibilities assigned to it by the Congress. A spokesman for the 
National Industrial Traffic League will follow with a statement in support of 
this position. 

The Nation has a tremendous stake in the ability of the Commission to do 
its job, which is a vital one to the national welfare and security. That job is 
to carry out impartially and effectively regulations established by Congress over 
public carriers by rail, motor, pipeline, and water who are operating in inter- 
state commerce. 

The public’s interest in these carriers is illustrated in part by the fact that 
it spends about $18 billion a year for their services, which represents about 
6 percent of our national income. In return, these carriers handle more than 
73 percent of all our intercity freight and 9 percent of intercity travel in normal 
times, and far more in times of emergency. 

The group listed above, including TAA, have long recognized the difficulties 
of the ICC in carrying out its assignment and have made a general study of the 
problem. While we all believe that regulation of any industry should be held 
down to the minimum required in the public interest, that does not mean that 
regulations deemed essential should become lax because the administering 
agency does not have the resources to carry them out. 

While we found many areas of need in our studies of this problem, we did 
feel that it was particularly acute in the following: 

1. Enforcement of motor carrier regulations.—With only about 105 field 
men and 46 safety men to cover the entire country, the Commission has 
not been able to effectively administer or enforce the economic and safety 
regulations that are applicable to almost 20,000 motor carriers subject to 
its jurisdiction. This inability to enforce the act has resulted in widespread 
violations by carriers who are supposed to be subject to its provisions. A 
sizable increase in field personnel is essential if motor carrier regulation 
is to be effective. 

2. Shortage of examiners.—There is a serious shortage of qualified ex- 
aminers upon whom the Commission must depend for study and recommen- 
dations for disposition of the vast volume of applications, complaints, peti- 
tions, and other matters requiring daily consideration. This shortage is 
particularly acute for nonhearing examiners, who are key personnel because 
they are responsible for preparation of final reports and assist the commis- 
sioners in many important duties. Undue delays in the regulatory process 
are particularly harmful because the affected carriers are unable to recoup 
losses suffered thereby. 

3. Replacement of retiring personnel.—Perhaps because it is a long-estab- 
lished agency, the Commission has a high percentage of its staff who are 
due to come up for retirement within a relatively short time. In some 
bureaus, we understand, over 30 percent of the personnel will be eligible 
to retire in 2 years. As an example, this problem will soon be a serious 
one in the valuation section, which could have a harmful effect on the 
rapidly expanding petroleum pipelines, since their rate of return is based 
on the Commission’s valuation of carrier property. Training of new em- 
ployees for replacement of those who will retire in the near future would 
be incidental, of course, to the useful employment of such personnel in 
work presently being neglected. 
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The above illustrations of specitic manpower problems of the ICC are merely 
examples of a situation that has developed over a number of years. This is 
illustrated in greater detail in the appendixes attached, which are based on 
studies made late last year and show that— 

(1) The responsibilities of the ICC have increased tremendously during 
the past two decades. 

(2) The appropriations to the ICC have lagged far behind these added 
responsibilities. 

(3) The number of ICC personnel has dropped to a point where it is 
impossible to do the job called for. 

We recognize the need for economy in Government and the necessity for an 
agency such as the ICC to strive for maximum efficiency with the tools at hand. 
We know the Commission has been doing just that during the last few years, 
largely through a number of organizational changes and by adoption of modified 
procedures. Unfortunately, we believe these economy measures have gone about 
as far as can be expected, and a sizable increase in appropriations is warranted. 

Transportation is a highly competitive field, with regulated carriers competing 
not only among themselves, but also with a vast number of unregulated for-hire 
and private carriers. Unnecessary delays in the regulatory process place the 
regulated segment of the industry, upon which a great number of shippers depend, 
at a decided competitive disadvantage. Furthermore, if the regulations can only 
be enforced on a few, many carriers escape the responsibilities to the public 
that are called for by law. 

We should like to point out that many of the complex problems being faced 
by our publicly regulated carriers today have become such, to a large degree, 
by the inability of the Commission to enforce and administer the act. While 
by ho means inferring that an increase in the ICC’s budget will act as a panacea 
to these problems, we do believe that such a step will aid considerably in their 
eventual solution. 

For the reasons stated above, which could be corroborated at length, we believe 
a substantial increase in ICC funds is of the utmost importance, as necessary in 
the public interest. 

Therefore, we support fully the budget request of $14 million for the ICC for 
the fiscal year 1957 as the minimum amount required if the Commission’s man- 
power problems are to be eased. 

The bill now before you, as approved by the House, contains an appropriation 
of $13,900,000 for the ICC. This is $100,000 less than the request of the Bureau 
of the Budget, and represents a cut in funds planned for use in enforcement of 
motor-carrier regulations, The House also approved an additional $39,000 for 
railroad safety work, but did not increase the overall budget allowance 
accordingly. 

As brought out in our statement, we feel that the problem of inadequate 
enforcement of motor-carrier regulations has created conditions harmful to the 
entire transportation industry. Therefore, we urge restoration of this $100,000. 
A spokesman for the trucking industry will follow to substantiate in greater 
detail the need for this action. 

As to the need for more funds for railroad safety activities of the ICC, we 
certainly have no objection to the additional $39,000, but do feel that it should 
be added to the overall budget, rather than made part of it, thus preventing 
curtailment of other equally essential activities. 

In conelusion, we should like to recommend that the Commission be given a 
maximum amount of flexibility to use its funds in the best way possible by 
keeping earmarked appropriations to the minimum. Greater freedom of this 
type will prove very helpful, since it will prevent duplication of work and permit 
greater efficiency in the use of personnel. 


APPENDIx A 


RESPONSIBILITIES OF THE ICC HAVE INCREASED SHARPLY, BUT RESOURCES AVAILABLE 
TO DO ITS JOB HAVE LAGGED FAR BEHIND 


Judged by any standard, the present responsibilities of the Interstate Com- 
merce Commission are far greater than those about 20 years ago, or prior to the 
addition of motor and water carriers and freight forwarders to its jurisdiction. 

For example, the total number of carriers in 1934 subject to the economic regu- 
lations of the Interstate Commerce Act was slightly less than 1,000. Today, it 
is over 21,000, as shown below. 
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While it is almost impossible to compare accurately the workload of the ICC 
for 2 widely separated years, a rough estimate can be made by comparing similar 
activities, which has been done in the chart at the bottom of the page. Whatever 
the actual difference is, it is certainly safe to say that the present workload is 
several times that of 20 years ago. This difference would be even greater if the 
Commission could assume the workload that it is responsible for; e. g., proper 
enforcement of the Motor Carrier Act. 

Increased responsibilities can also be shown by the sizable gains in both freight 
and passenger traffic by ICC-regulated carriers since the pre-World War II 
period. This is illustrated in appendix B. 

Despite these added responsibilities, the annual appropriations to the Com- 
mission have lagged far behind, as shown in appendix C. Because of this lack 
of funds, the size of the Commission’s staff has shown a downward trend during 
the post-World War II period to a level even below that prior to the addition of 
motor and water carriers and freight forwarders. This is illustrated in ap- 
pendix D. 


INCREASED RESPONSIBILITIES OF THE ICC 
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m Represents, without weight considerations, the total number of 
applications, cases, complaints, interviews, investigations, re- 
ports, and tariffs processed or acted on each respective year, 


APPENDIX B 


THE ICC NOW REGULATES 169 PERCENT MORE FREIGHT AND 234 PERCENT MORE PAS- 
SENGER TRAFFIC THAN PRIOR TO ADDITION OF MOTOR AND WATER CARRIERS AND 
FREIGHT FORWARDERS 


Despite a drop in the number of personnel, caused by inadequate appropria- 
tions, the Interstate Commerce Commission has assumed far greater responsi- 
bilities than prior to the addition of motor and water carriers and freight for- 
warders. For example, carriers under its jurisdiction are now handling 169 
percent more freight and 234 percent more passenger traffic than at that time. 

Furthermore, the volume of freight handled in 1955, as well as the trend in 
such volume by these carriers, is on the rise. While the trend in volume of pas- 
senger traffic handled by ICC-regulated carriers is gradually downward, the 
present volume is still well above pre-World War IT levels. 

In times of emergency, of course, the volume of both types of traffic going to 
these public carriers will rise sharply, with passenger volume going up at a 
much steeper rate in the event passenger-car use is restricted. 
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APPENDIX C 


THE CURRENT BUDGET OF THE ICC IS ONLY 16 PERCENT GREATER THAN PRIOR TO THE 
ADDITION OF MOTOR AND WATER CARRIERS AND FREIGHT FORWARDERS 


Despite the fact that the responsibilities of the Interstate Commerce Com- 
mission have increased tremendously since 1934, when only rail and petroleum 
pipelines were under its jurisdiction, the current budget of the Commission is 
only 16 percent greater, based on a constant, or stabilized, dollar. 

With this modest increase in usable dollars, the Commission must try to 
reguiate fairly and effectively not only the carriers formerly under its juris- 
diction, but also more than 20,000 motor and water carriers and freight for- 
warders who were brought under Federal regulation since 1934. 

Even if you take actual dollars, without consideration of the fact that the 
purchasing power, or useful value, of the present dollar is only half that of the 
1934 dollar, you find the annual budgets of the ICC lagging far behind its 
increased responsibilities. 

It should be pointed out that the budget for 1934 was by far the lowest for the 
iCC for any year since the early twenties, so the comparison with current budget 
figures is a conservative one. For example, if we use a normal year such as 
1939, we would find the current budget as being 26 percent less. This is brought 
out in the chart below. 














506 INDEPENDENT OFFICES APPROPRIATIONS, 1957 


ANNUAL APPROPRIATIONS TO ICC 
1934 = 1956 
(In Actual and Constant Dollars) 
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’ Yearly appropriations adjusted to reflect changes in the purchas- 
ing power of the dollar, with 1955 as the base year, 


APPENDIx D 


THE ICC NOW HAS FEWER EMPLOYEES THAN IT HAD WHEN MOTOR AND WATER CARRIERS 
AND FREIGHT FORWARDERS WERE NOT UNDER ITS JURISDICTION 


Despite the fact that thousands of motor carriers, water carriers, and 
freight forwarders have been added to the regulatory responsibilities of the 
Interstate Commerce Commission, the number of personnel available to handle 
the heavily increased workload is actually less now than just prior to these 
additions. 

For example, in 1934 the Commission had 1,889 employees. At present the 
number is about 30 less, although it is due to rise slightly by next June. Com- 
parison with 1984 is appropriate since that is the year in which telephone and 
telegraph companies were transferred from the regulatory control of the ICC 
to the present Federal Communications Commission. As a result, the only 
carriers left at that time under the ICC were railroads and petroleum pipelines. 
Motor carriers were not added until late in 1935. 

The modest increase in ICC personnel authorized for fiscal 1956 marks the 
first break in an otherwise downward trend since 1948. This upward trend 
must be accelerated, not only because more employees are needed, but also 
because the time is short if qualified replacements are to be found for the large 
number of present personnel scheduled to retired within the next few years. 
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Senator Magnuson. Of course, I entirely agree with your second 
point, about the shortage of the examiners, particularly the nonhear- 
ing examiners. I think that is more responsible for their backlog 
down there than anything else. They in effect practically said so, 
but I guess the budget people got on top of them and they were pretty 
well limited by the budget recommendations. 

Mr. Baker. All right, sir, I would like to put this in the record and 
ask Mr. Shepherd to make a statement and then Mr. Pinckney. 

Senator Macnuson. Yes, I do not like to cut you off, but this is a 
matter that the chairman is familiar with. I think we all agree. 

Mr. Baker. I would only lose by talking from hereon. I would 
hate to do that. This is Mr. Warner B. Shepherd, who will speak 
for the National Industrial Traffic League. 


NATIONAL INDUSTRIAL TRAFFIC LEAGUE’S SPECIAL COMMITTEE ON BUDGET OF THE 
INTERSTATE COMMERCE COMMISSION 
STATEMENT OF WARNER B. SHEPHERD, GENERAL TRAFFIC MAN- 
AGER, ALUMINUM COMPANY OF AMERICA, PITTSBURGH, PA., 
CHAIRMAN 


GENERAL STATEMENT 


Mr. SHerHerp. My name is Warner B. Shepherd. I am general 
ay a 5 . ¥ . "2 5 > 
trafic manager of Aluminum Company of America, Pittsburgh, Pa. 
[ am here as the chairman of the National Industrial League’s spe- 
cial committee on budget of the Interstate Commerce Commission. 
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The National Industrial Traffic League, I think, I should make it 
clear, is a voluntary nonprofit organization composed of and repre- 
senting shippers and receivers of “freight and not the carriers them- 
selves. 

The users of common carriers and regulated carriers are members 
of the league, the carriers are not. 

My purpose here is to say that we believe that the Commission 
should have suflicient funds to do the job that Congress has assigned 
to them, which has been a growing job over the years; since 1929 the 
functions and the duties have been steadily increased and more work 
has been given to the Commission by the Congress and, of course, the 
job has gotten bigger, it would have just grown of its own accord 
even if no further duties had been assigned. 

The league is familiar with the effort being made by Congress to 
conserve public funds and, of course, as citizens they are very much in 
favor of conserving public funds, but where necessary work is to be 
done enough money has to be ¢ appropriated to do it. 

We think that the Commission’s budyetary requests are sound. We 
are not trying to make any expert analysis ourselves, that has been 
pretty thoroughly done by personnel of the Commission; it has been 
done by the Bureau of the Budget and it has been done time after 
time over the years by the Congress. 

The Commission has a reputation, at least among ordinary citizens, 
of having been quite conservative in its requests for funds. 

My purpose here is to say that I am instructed by the shippers of the 
Nation who are members of the National Industrial Traffic League to 
support adequate funds for the Commission, leaving it to the discretion 
of the Congress to decide what adequate funds are. 

Thank you very much. 

Senator Magnuson. Thank you, Mr. Shepherd. 

Mr. Pinkney. 


AMERICAN TRUCKING ASSOCIATIONS, INC. 


STATEMENT OF JAMES F. PINKNEY, GENERAL COUNSEL 


PREPARED STATEMENT 


Mr. Pinkney. Mr. Chairman, I will take a moment or two. 

My name is James F. Pinkney, appearing here for the American 
Trucking Associations. 

I am also appearing here as the chairman of one of the committees 
of the Practitioners Association of the ICC, which concerns itself 
with the Commission’s budget. 

Senator Macnvson. Let me ask this: You and I know this subject. 
We will put this in the record. 

You ought to have some experience on this and I suppose Dr. Baker 
has looked into it. 

(The statement referred to follows :) 


STATEMENT OF JAMES F. PINKNEY, GENERAL COUNSEL OF THE AMERICAN TRUCKING 
ASSOCIATIONS, INC. 


My name is James F. Pinkney. I am general counsel of the American Truck- 
ing Associations, Inc., with offices at 1424 16th Street NW, Washington, D. C. 
This association is a federation and represents all forms of motor enrriers of 
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property in the United States. We have affiliated associations in all of the 
48 States and the District of Columbia. Specifically I am appearing here today 
at the direction of the executive committee of this association and I might add 
that our association has been on record and has actively worked for several 
years to achieve adequate appropriations for the Interstate Commerce Com- 
mission. 

The trucking industry is delighted to appear with representatives of the other 
surface transportation media in the United States and the Transportation 
Association of America to ask this committee to give serious considerations to 
the increased budgetary requests of the Interstate Commerce Commission. It is 
not my intention to repeat the overall picture of the need for this increased appro- 
priation which has already been presented by the representative of the Transpor- 
tation Association of America. Rather, it is my intention to speak specifically to 
the need of the ICC for personnel to adequately enforce existing laws relating 
to motor carriers. 

In my testimony before this subcommittee last year on the ICC appropri- 
ation I presented extensive facts and figures showing that the personnel of the 
Bureau of Motor Carriers and in fact of the ICC as a whole had been on the 
downgrade for a number of years despite the fact that the workload of the 
Commission had been progressively increasing. I am pleased to see that the 
budget approved for the Interstate Commerce Commission this year includes 
112 new positions for the Bureau of Motor Carriers’ field staff and 32 other posi- 
tions within the Commission’s structure which will be devoted to motor-carrier 
regulatory work. Of particular interest to this association is the fact that 10 
new attorney positions in the Bureau of Inquiry and Compliance have been 
approved. It is to be hoped that these 10 additional attorneys will make some 
better progress toward actually enforcing the laws in effect today. In addi- 
tion, the proposed 1957 budget for the Commission includes 31 supervisors for 
the Bureau of Motor Carriers. Under the present setup at the Commission 
supervisors play a most vital role in the enforcement of the Interstate Com- 
merce Act and this addition to the Bureau of Motor Carriers field staff is a 
substantial improvement. Another aspect of the enforcement of the Interstate 
Commerce Act to which this industry has paid great attention is the safety area. 
We are most pleased to see that the new budget calls for 32 additional safety 
inspectors in the field. 

The increases in personnel mentioned above appear at first glance to be sub- 
stantial but they are not entirely adequate to do the job that must be done. It 
is a good beginning, but the industry for which I speak will continue to seek 
even more personnel for the Interstate Commerce Commission. Even with the 
increase provided for in the budget, as approved by the Bureau of the Budget, 
the ICC will still have far fewer persons working on motor-carrier regulation 
than it had many years ago when the interstate trucking industry was in its 
infancy. 

The hearings before the House Independent Offices Subcommittee reveal that 
the request of the ICC to the Bureau of the Budget was for a budget of $15,376,- 
000. The Bureau of the Budget ent $1,376,000 from this sum leaving as the ap- 
proved budget $14 million. The testimony of the Commission last week revealed 
the details of the cut made by the Bureau in funds for the regulation of motor 
carriers subject to ICC jurisdiction. Their testimony before this subcommittee 
revealed also the true size and complexity of the problems which face the Com- 
mission in this area of its operation. The trucking industry has long felt the 
effect of inadequate funds for the ICC and we firmly believe that a restoration 
of the amounts originally requested by the Commission will go a long way toward 
correcting many deficiencies which exist today. I can, with assurance, make 
the statement that the ICC, unlike many Government agencies, has, over the 
vears, requested the actual amounts which were needed for its efficient operation. 
There has been very little empire bnilding and the Commission has accordingly 
suffered as their appropriations were reduced year after year. I cannot urge 
teo strongly that the committee give most serious consideration to the true needs 
of the oldest of the independent agencies of this Government. 

It is not my intention to extend this record by detailing for the subcommittee 
the record of the effect of an inadequate ICC staff upon the trucking industry in 
the United States today. The effect is considerable and it may be summarized 
briefly as follows: 

1. The growth and development of the industry his been hampered 
through a failure to obtain reasonably prompt actiow on matters on which 
Commission decisions are required prior to any action ly this industry. 
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2. The number of violations by regulated carriers and the number of 
illegal operations by unauthorized carriers have greatly increased and this 
has resulted in a further drain on the Commission’s resources as many un- 
necessary Commission proceedings have been brought about because of this 
situation. 

3. Many of the legislative problems facing the appropriate committees 
of the Congress have resulted from inadequate appropriations for the Com- 
mission. Prime examples of this are the Trip Lease bill and the so-called 
timelag bills in the last Congress. 

In conclusion let me add the following: I am appearing before the committee 
today in a dual capacity. Primarily of course I represent the trucking industry 
«f the United States, but I am also here today representing a committee of the 
Interstate Commerce Commission Practitioners Association appointed to consider 
this specific subject of appropriations for the Interstate Commerce Commission. 
The Practitioners Association is an organization of some 4,000 lawyers and 
practitioners who have been admitted to practice before the Commission and it 
has gone on record many times in favor of greater appropriations for the 
interstate Commerce Commission. The members concern is great and as they 
are in daily contact with the Commission they know of the many problems which 
could be corrected were the Commission adequately staffed. 

My testimony, so far as my representation of the trucking industry is con- 
cerned, has been directed primarily at that part of the functions of the Commis- 
sion relating to motor carrier regulation. However, I would like to state that 
the practitioners are, of course, representatives of all forms of transpotation 
and they are interested in the overall condition of the ICC’s budget. The same 
is true of the trucking industry. My industry as well as all other modes of 
transportation stands to benefit from proper and adequate regulation of the 
Commission as a whole. 

Quite recently, debate and speeches on the floor of the Senate, as well as 
several reports from committees of the Senate and the House of Representatives, 
have pointed out the fact that the Interstate Commerce Commission is in fact an 
arm of the Congress. We know of the position in which you members of the 
couimittee are placed in that on the one hand you must prevent too great a 
srowth on the part of the executive branch of the Government and on the other 
hand you are compelled to give to those agencies which you have created adequate 
working funds. In the case of the ICC I feel strongly that the public interest 
will best be served by providing an adequate amount of funds for this agency. 


SHORTAGE OF EXAMINERS 


Senator Magnuson. What is the biggest single factor that causes 
the jam down there? Is it the nonhearing examiners? 

Mr. Prnxney. I would say it is a combination of both, Mr. Chair- 
man. I am talking about both hearing examiners and nonhearing 
examiners. 

Senator Maenuson. For instance, in some commissions it gets to 
the opinion writers. 

Mr. Pinkney. I think that is right. I think you will find back 
2 or 3 years before you started giving the Commission some addi- 
tional resources that you had a sharp delay in connection with the 
writing of the original reports by the hearing examiners. 

You probably encountered another delay where exceptions would 
be taken to that recommended or proposed report, you would have 
another delay in preparing a final report for the Division, and that 
is your nonhearing examiner group. 

So I would say it is a combination of both. 

I do not know exactly what that original request to the Commis- 
sion entailed—that was the original $15 million request which the 
Bureau of the Budget cut back to $14 million. 

Senator Maenuson. They asked for the restoration of a million in 
this ease. 
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Mr. Pinkney. Yes, sir; and so do we. Last Friday was the first 
time those figures were made public and I believe, as I recall, they 
had a Seaaliene as to what they originally requested with respect 
to both the hearing examiners and the nonhearing examiners. 

From my personal experience and observation, and it is not too 
good a basis for judgment at this moment, I would guess it is about 
50-50 between those two. 

Then, of course, the other great problem is in the field. 


CASES AT COMMISSION LEVEL 


Senator Macenuson. Once it gets to the Commission level is there 
too much of a logjam there ? 

Mr. Pinxney. All I can say is this: That one Commissioner not 
long ago told me that in the past 6 months he had decided some seven- 
hundred-plus motor-carrier applications. 

It sounds to me like they are moving pretty fast, once the case gets 
up there. 

Senator Macnuson. That is what I understand. Once they got 
to the Commission level they do pretty well with it, but down below 
is where some of these things happen. 

Then they also testified here last week that even giving them addi- 
tional money would not necessarily solve their problem because they 
do have a problem of getting the type of personnel. 

As you have pointed out in your statement, Mr. Baker, they have 
no plans for the retirement of personnel. 

In other words, have somebody right there ready and experienced. 
When somebody retires they just grab somebody else and then it 
takes a long time to get them trained. 

Mr. Baker. This takes some planning and some money, Mr. Chair- 
man. 

Senator Macnuson. Yes, it takes planning and money, and the 
availability of people. 

Mr. Prvxney. The problem cannot be solved in any one year, but 
a large start can be made in any one year. 


REORGANIZATION PLAN 


Senator Macnuson. Now, Arpaia came to me some 3 or 4 months 
ago with a reorganization plan. Will that help any? 

Mr. Pinkney. I don’t think it will make a great deal of difference. 
It might lead to some increase in efficiency within the Commission. 

For example, last week they combined two sections, both in the 
Bureau of Motor Carriers. I don’t know the reason back of that, 
but I don’t think that is going to go a long way toward solving the 
big problem. 


think the big problem is only going to be solved by additional 


funds for the employment of additional personnel and for travel 
so that these field men can move around and do their jobs. 

Senator Macnuson. And as Dr. Baker suggested, some kind of 
es on this retirement thing, which happens every week down 
there. 
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Mr. Baxer. As you know, Senator, both Mr, Pinkney and Mr. 
Gordon Locke from the Committee on Pipelines have had a lot of 
experience on the Commission staff. 

I wonder if Mr. Locke would care to comment on that question of 
the Senator’s. 


STATEMENT OF GORDON C. LOCKE, COMMITTEE ON PIPELINES 


NONHEARING EXAMINERS 


Mr. Locker. Without having any figures to back me up, Mr. Chair- 
man, I think that I would tend to say that the biggest holdup, bottle- 
neck, would be at the nonhearing examiner eek When a case is 
finally heard and report made by the hearing examiner, the hiatus, 
the time between there and the time it gets to the Commissioner’s 
office, is the biggest problem ahead of them. 

Senator Magnuson. Is that the inability to get these examiners, or 
are they paid too little, or what is it? 

Mr. Locke. I think it is probably a combination of many things, 
as Mr. Pinkney said. I think primarily, maybe not at the present 
time, but the last few years, the primary deficiency was the lack of 
money to get additional help, but I thing with the economy getting 
better and better every year since that time, we have now come to 
the situation where it is getting more difficult to get the people of 
the right caliber to do the work. 

Senator Maenuson. Of course, they asked the budget for a great 
deal more. 

Mr. Baxer. Our initial position, Senator, when we went over to the 
budget, was to support their initial request. We have made our posi- 
tion clear in the light of the House action merely to get it back, but our 
initial position was to support roughly the $15 million. 

Mr. Locker. If I might make one more statement for the record, 
Mr. Chairman. 

Senator Magnuson. Of course, it is a little hard for us to give them 
something they do not ask for. 

Mr. Locke. That is right. 

Senator Magnuson. Even though we might think it would be justi- 
fiable, because of the backlog. 

Mr. Baxer. That is why our position is as it is. I think Mr. Pink- 
ney was arguing for the whole thing formerly before you. 

Mr. Pinxney. I was present the other day when the chairman testi- 
fied. As I recall, he gave you facts and figures which were made pub- 
lic for the first time—I had not had them before—to justify the 
$15,376,000 figure. 

It would certainly seem to us that that would be a minimum request 
and we would recommend, the trucking industry would recommend, 
the adoption of that original request. 

Senator Magnuson. Mr. Huntley, do you have a comment to 
make on this? 
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AMERICAN SHorT LINE RAILROAD ASSOCIATION, WASHINGTON, D. C. 
STATEMENT OF C. F. HUNTLEY, SECRETARY-TREASURER 
GENERAL STATEMENT 


Mr. Hunter. Mr. Chairman, in connection with these nonhearing 
examiners who prepare the trial reports and assist the commissioners, 
I think you will find the records will show that they are short, I think 
about 39 hearing examiners. 

Now, there should not be too much difficulty in filling those positions 
for the reason that there are attorneys and there are young fellows who 
are available, and they can get them at a reasonable salary. 

Obviously, the Commission has never been noted for the overpay- 
ment of salaries and that has been one of the amazing things one a 
great many of the personnel of the Commission have remained with 
the Interstate Commerce Commission as many years as they have. 
It certainly must be because they are devoted to a career and interested 
in their work. 

COMMISSIONERS’ SALARIES 


The proposed appropriation should also include sufficient funds 
to provide for an increase, possibly retroactive, in salaries of the 
Commissioners from $15,000 to $22,500 as proposed in pending Senate 
and House bills. 

I think probably I am as familiar with the overall situation in the 
Commission as anybody else that contacts it from day to day as I do. 
They are woefully short of nonhearing examiners and I think it would 


go a long way toward relieving the burden. 

(Discussion off the record) 

Mr. Baker. We also have with us Mr. Breithaupt, of the American 
Railroads. 


ASSOCIATION OF AMERICAN RATLROADS 


STATEMENT OF HARRY J. BREITHAUPT, JR., ASSISTANT GENERAL 
SOLICITOR 


GENERAL STATEMENT 


Mr. Brerruavrt. Mr. Chairman, I think that is a splendid approach 
to take. 

(Discussion off the record.) 

Mr. Huntiey. Mr. Chairman, I would like to add one or two re- 
marks. I am fully aware that you are familiar with this thing, much 
more so than the average. 

In connection with these 105 fieldmen and 46 safety men to cover the 
entire country in enforcing motor carrier relations, I might remind 
you that if S. 898 goes through (that is the trip-leasing bill), you can 
imagine how much additional burden is going to be placed on these 
105 fieldmen and these 46 safety men. 

Senator Maenuson. They will not be able to do that job at all? 

Mr. Hunt ey. It is going to be a terrific job. 

You asked a minute ago whether this so-called management plan 
down there has resulted in any improvement. There will undoubtedly 
be some minor administrative detail which has been vastly improved, 
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but in the consideration of how far the management plan can affect 
the economy of the Commission, you want to bear in mind that that 
management is limited by the administrative and legal responsibilities 
that are imposed on the Commissioners themselves. 

In other words, in an ordinary industry where a man in his position 
could go ahead and cut here and change there and do this and that 
and the other, there are certain administrative details that are imposed 
on the Commissioners themselves and the legal restrictions that are 
imposed on them do not give that administrative management the 
same leeway, the same latitude that he would have in normal industry. 

So you can’t expect too much from that. 

Senator Magnuson. All right, thank you, gentlemen. You put it 
all in the record. 

Mr. Austin L. Roberts. 


NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 


STATEMENT OF AUSTIN L. ROBERTS, JR., GENERAL SOLICITOR 
FUNDS FOR INTERSTATE COMMERCE COMMISSION 


Mr. Roserts. I havea brief statement, if it is permissible I will high- 
light it if the complete statement may go in the record. 

Senator Maenuson. All right. 

Mr. Roserts. My name is Austin L. Roberts. I am general solici- 
tor for the National Association of Railroad and Utilities Commis- 
sioners with offices at 7413 New Post Office Building, Washington, 
D. C., and am appearing here on behalf of the association in support 
of the provision of H. R. 9739 appropriating funds to the Interstate 
Commerce Commission for the employment of 10 additional car serv- 
ice agents. 

The National Association of Railroad and Utilities Commissioners 
is a voluntary organization embracing within its membership the 
members of the railroad and public utility regulatory commissions 
and boards of all the 48 states, the District of Columbia, Hawaii, and 
Puerto Rico. 

One of the most vexing, costly and serious problems in railroad 
transportation today is the problem of inadequate freight-car supply. 
The size of the Nation’s railroad freight-car fleet has been sasdily 
decreasing over the years. 

During 1955 the Nation’s average boxcar shortage rose to over 11,000 
ears per day, and reached a peak shortage of 22,659 cars per day during 
the week ending October 29, 1955. 

Because of the seriousness of the problem the committee has been 
actively engaged in its study, directed toward accomplishing two 
objectives: 

(1) An increase in the Nation’s freight-car supply through the 
building of new and additional cars, and 

(2) The maximum utilization of the existing car supply. 


RESOLUTION 


In line with the latter effort, the committee recommended and the 
executive committee of the association adopted the following reso- 
lution : 
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Whereas the budget for the ICC submitted to the 2d session of the 84th Con- 
gress includes provision for additional funds in order to increase the number 
of the Commission’s car-service agents, one of whose functions is the promotion 
of efficient freight-car utilization : Now, therefore, be it 

Resolved, That the executive committee of the National Association of Railroad 
and Utilities Commissioners hereby records itself as supporting and favoring 
congressional approval of the provision of the budget as submitted which pro- 
vides such funds for additional car-service agents ; and 

Resolved further, That the committee on legislation and the legal represent- 
atives of the association be hereby authorized to appear before the appropriate 
committees of the Congress to present the views of the association as expressed 
above. 

PREPARED STATEMENT 


Senator Macnuson. Let us put all this statement in the record and 
let me ask you a question. 
(The statement referred to follows :) 


STATEMENT OF AUSTIN L. ROBERTS, JR., GENERAL SoOLictTror, NATIONAL ASSOCTA- 
TION OF RAILROAD AND UTILITIES COMMISSIONERS 


My name is Austin L. Roberts, Jr. I am general solicitor for the National 
Association of Railroad and Utilities Commissioners with offices at 7413 New 
Post Office Building, Washington, D. C., and am appearing here on behalf of 
the association in support of the provision of H. R. 9739 appropriating funds 
to the Interstate Commerce Commission for the employment of 10 additional 
car-service agents. 

The National Association of Railroad and Utilities Commissioners is a vol- 
untary organization embracing within its membership the members of the rail- 
road and public utility regulatory commissions and boards of all the 48 States, 
the District of Columbia, Hawaii, and Puerto Rico. The Federal regulatory 
commissions, the Interstate Commerce Commission, the Federal Communica- 
tions Commission, the Federal Power Commission and the Securities Exchange 
Commission, are also members of the association but on matters of legislation 
the Association does not presume or attempt to speak for these Federal agencies. 
My appearance is on behalf of the State commission members of the association. 

One of the most Vexing, costly, and serious problems in railroad transporta- 
tion today is the problem of inadequate freight-car supply. The size of the 
Nation’s railroad freight-car fleet has been steadily decreasing over the years 
During 1955 the Nation’s average boxcar shortage rose to over 11,000 cars per 
day, and reached a peak shortage of 22,659 cars per day during the week end- 
ing October 29, 1955. 

The problem has become one of such serious proportions, that the NARUC 
in 1955 established a special committee, under the chairmanship of Hon. Charles 
H, Heltzel, public utilities commissioner of the State of Oregon, to study the 
matter. The other members of this special committee are Commissioners Ewald 
W. Lund of the Minnesota Railroad and Warehouse Commission, William B. 
Vicars of the Illinois Commerce Commission, C. L. Doherty of the South Dakota 
Public Utilities Commission, Ralph A. Winter of the Ohio Public Utilities Com- 
mission, Edward H. McMahan of the North Carolina Utilities Commission, and 
Edward R. Thornton of the New Hampshire Public Utilities Commission. The 
committee has been actively engaged in its study, directed toward accomplish- 
ing two objectives: (1) An increase in the Nation’s freight-car supply through 
the building of new and additional cars; and (2) the maximum utilization of 
the existing car supply. 

In line with the latter effort, the committee recommended and the executiv: 
committee of the association adopted the following resolution: 


“RESOLUTION REGARDING ICC BUDGE! 


“Whereas the budget for the ICC submitted to the 2d session of the 84th Con- 
gress includes provision for additional funds in order to increase the number 
of the Commission’s car-service agents, one of whose functions is the promotion 
of efficient freight-car utilization : Now, therefore, be it 

‘Resolved, That the executive committee of the National Association of Rail- 
road & Utilities Commissioners hereby records itself as supporting and favoring 
congressional approval of the provision of the budget as submitted which pro- 
vides such funds for additional car-service agents; and 
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“Resolved further, That the committee on legislation and the legal repre- 
sentatives of the association be hereby authorized to appear before the appro- 
priate committees of the Congress to prevent the views of the association as 
expressed above.” 

Such appropriation of funds covering the employment of additional car-service 
agents appears to be a reasonable and necessary step in light of the adverse eco- 
nomic impact resulting from the crisis in freight-car supply. The inability 
of shippers to secure freight cars results in reduced production and payrolls, in- 
creased inventories causing greater costs, and postponed or canceled expansion 
programs. While this total loss cannot be fully determined, it does neverthe- 
less clearly emphasize the serious and stifling effect that the freight-car short- 
age has on the economy in some areas of the United States. The areas most 
distressed are in those States economically concerned with the transportation 
facilities available for grain, cotton, lumber, and coal shipments, and the ship- 
ment of commodities requiring refrigeration cars. 

Furthermore, and perhaps paramount, is the question of what would happen 
to our defense effort in the event of another full-scale war emergency if the 
Nation’s railroads cannot expeditiously handle the commercial traffic now offered 
them. , 

Accordingly, it is deemed appropriate to take all reasonable steps directed 
toward maximum utilization of our Nation’s existing freight-car supply. The 
promotion of efficient freight-car utilization is one of the functions of the car- 
service agents of the Interstate Commerce Commission. 

At the present time the Commission has only 30 car-service agents throughout 
the entire United States. This is a woefully inadequate staff in view of the 
emergency that exists as to freight-car supply. The proposal to increase by 10 
the number of car-service agents appears to be not only reasonable and necessary 
but the minimum that should be added in order to contribute to the alleviation 
of the present emergency. 

In the opinion of the State regulatory commissions, the provision of H. R. 
9739 enabling the Interstate Commerce Commssion to employ these 10 additional 
ear-service agents would materially strengthen the ICC in promoting the maxi- 
mum efficient utilization of existing freight-car supply. The NARUC, there- 
fore, favors and recommends the enactment of appropriations to meet this pro- 
vision of the ICC budget. 


FREIGHT CAR SHORTAGES 


Senator Maenuson. For 15 years that I know of we have held hear- 
ings up in the Interstate and Foreign Commerce Commission annually 
on freight car shortages. We go into it every year. We get the same 
answers. 

Your contention here is that at least in some respects these 10 addi- 
tional car service agents will be helpful to the railroads. 

Mr. Roserts. That is correct, sir. 

One of the functions of the car service agents is promoting the most 
efficient use of the car supply. 

Senator Macnuson. And the turnaround. It ought to help a little 
on the turnaround, advising the railroads themselves sometimes things 
they do not know. 

Mr. Roserts. As I point out here at the present time they only have 
30 car service agents throughout the whole United States. ‘The budget 
would allow them 10 additional. I certainly think that is reasonable. 

I think perhaps even 20 or 30 more additional, but there is a prac- 
tical problem of absorbing additional personnel and training them so 
that they would be adequate to make a contribution. 

Senator Macnuson. They pointed out they would have to do a little 
training, but it seems to me this would be one way to help this situation 
a little bit. 

Mr. Roserts. That is our position. 
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Senator Macnuson. We just got through hearings up there 2 weeks 
ago. 

Mr. Roserts. Our association also supported that bill. 

Senator Magnuson. Now, we will head right into it again now as 
soon as the crops start coming in. 

Mr. Roperts. That iscorrect. I think that is correct. 

I thank you very much for the opportunity to appear here this 
afternoon. 

Senator Magnuson. I think we understand your problem pretty 
well. 

Mr. Roserts. Thank you, sir. 


PREPARED STATEMENT 


Senator Magnuson. We will place in the record a statement from 
Giles Morrow, of the Freight Forwarders Institute. 
(The statement referred to follows :) 


STATEMENT OF GILES MORROW, PRESIDENT AND GENERAL COUNSEL, FREIGHT 
FORWARDERS INSTITUTE 


I had hoped to appear personally before your subcommittee, and to join 
with the representatives of other transportation industries in urging that ade 
quate funds be provided for the Interstate Commerce Commission. Unfortun- 
ately, I am unable to appear personally, but I respectfully submit this brief 
concurring statement for the record. 

I am familiar with the contents of the joint statement that will be presented 
by Dr. George P. Baker and it has my full approval and support. In addition, 
I should like to direct particular attention to the Bureau of Water Carriers 
and Freight Forwarders of the Commission. sy a process of attrition the 
personnel of that Bureau has been prmitted to decrease almost to the vanish- 
ing point. It is my understanding that at the present time the entire Bureau, 
including the Washington office and four field offices, is manned by only about 
a dozen people. 

It is true that many of the regulations governing freight forwarders and 
domestic water carriers are administered by other Bureaus of the Commission, 
and we have not objected to that. However. we believe that the specialized 
problems of our industry, and of the water carriers, justify the attention of 
an adequately staffed Bureau. 


Crviz. DeFreENsSE ADMINISTRATION 


STATEMENTS OF SIEGFRED GOETZE, EXECUTIVE SECRETARY, 
FARM EMERGENCY CIVIL DEFENSE COMMITTEE, INC., AND 
WILLIAM H. BROWNING, VICE PRESIDENT 


SUPPORT OF AGENCY BUDGET 


Senator Magnuson. Now, Mr. Goetze, on civil defense. 

Mr. Gorrze. My name is Siegfred Goetze, executive secretary of 
the Farm Emergency Civil Defense Committee, Inc., New Market, 
Md. 

My colleague here is Mr. William H. Browning, vice president of 
the organization. 

We have filed a petition, Mr. Chairman, in support of the budget 
for the Federal Civil Defense Administration. 
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_ May I add to it that I am a member of the National Advisory 
Council on Rural Civil Defense. 
(The statement referred to follows :) 


RESOLUTION 


Whereas it has now been established that the American Farmer also has a 
vital stake in national civil defense ; 

Whereas rural areas, as well as urban centers of the country will be affected 
when war or disaster strikes; 

Whereas Public Law 920, enacted by Congress, authorizes the Federal Civil 
Defense Administration to: “prepare national plans and programs for the civil 
defense of the United States ;” 

Whereas the Independent Offices Appropriation Committee of the House of 
Representatives of the 84th Congress has drastically cut the current budget of 
the Federal Civil Defense Administration by a reduction of $37,100,100, thereby 
curtailing the program to rapidly expand and hampering the efficient perform- 
ance of its function; Now, be it 

Resolved by the directors of the Farm Emergency CD Committee, Inc., That 
the Senate Appropriations Committee of the Congress be, and is hereby peti- 
tioned, to restore the cut of $37,100,000 to the budget of the Federal Civil 
Administration and, in addition, that the committee provide sufficient funds 
for rural civil defense, in order that the farmers of the Nation be prepared to 
meet any emergency; and, be it further 

Resolved, That copies of this resolution be sent to: the chairman of the Senate 
Appropriation Committee; Senator John Marshall Butler; Senator J. Glenn 
Beall; Representative DeWitt S. Hyde; Representatives of the national farm 
organizations; and to the press. 

FarM EMERGENCY CD CoMmiITreE, INC. 
By: Jesse M. Buraty, President 
Srecrrep Goetze, Executive Secretary. 
New Market, Mp., April 13, 1956. 


RESTORATION OF REDUCTION 


Senator Magnuson. You are asking that the cut be restored ? 

Mr. Gorrze. That the cut be restored. Especially the contribution 
by FCDA to the Department of Agriculture for the rural civil 
defense. 

We, the farmers, and I am certain that we can speak for most of 
the farmers of our Nation, we have the support of the farm organiza- 
tions of which we are a member, that we will not have effective civil 
defense until civil defense has reached the roots of this country, which 
is the farmer and his family. 

Senator Magnuson. The committee understands that they have set 
up within the Department of Agriculture, in other words, civil de- 
fense has given them the rural project and they set it up and this 
money would be necessary to repay them for the amount of services 
they render? 

Mr. Gorrzer. Yes. 

We have one suggestion to make, Senator. I think that the other 
farm organizations if they should appear before your committee, 
will support them. The farm family cannot do specific services in 
rural civil defense as volunteers unless we have a trained corps of 
volunteers. We recommend, and the council at Batile Creek, Mich., 


and elias. 
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last week, is supporting this, that a plan of vocational training 
through adult evening high schools be started and funds be appro- 
priated so that volunteers in the services be properly trained in order 

that we, the farmers of America, will play our part in national civil 
defense and be ready for whatever may come. 

Senator Magnuson. You could do that in your so-called district 
high schools. 

Mr. Gorrze. Yes, sir; and through the county agricultural farm 
agent, he can handle that training. 

It would employ unemployed teachers and qualified personnel 
which would be of a great help to us. 

Unless our services are trained we cannot do effective service. 

May I just add, Mr. Chairman, that our committee was one of the 
first in the Nation to set up a rural civil defense organization. Last 
year during a test we had 500 evacuees from the Bethesda area. It 
was our group that invited the Members of Congress to come to our 
farms for shelter. 

We are providing our own funds in our organization. We are 
dairy farmers and we are very much concerned about the handling of 
our food supply for the fighting front and for the Nation. 

It is very essential that we have these trained volunteers to be a part 
of national civil defense and we make that recommendation. 

Would you be so kind to hear from Mr. William H. Browning. 

Senator Macnuson. Yes. 

Mr. Browntnea. There will have to be a plan and we feel we are 
going to have a vital part to play because of the refugees that are com- 
ing to our farms. 

Senator Magnuson. Yes, I think you have a vital part in the ques- 
tion of food. 

Mr. Browntne. Yes, and then in biological warfare those things can 
come to our plants and livestock and we should know what to do about 
it. 

Senator Magnuson. Then you should have some people that can 
go to the farm communities and tell them. 

Mr. Brownina. That is right. We don’t have the know-how. We 
want to protect ourselves, our homes, and do a good job for the refu- 
gees who should come to our farms. 

Mr. Goerze. Mr. Chairman, may I just add that by Executive order 
last January, the Rural Civil Defense unit was added to FCDA. 

I do not think that FCDA had in its original budget provisions 
made for the financing of this rural unit. 

[ called the attention of your committee to that fact, that it would 
be wise to provide for additional funds for rural civil defense. 

Senator Magnuson. I am sure they did not have it in mind because 
you see, when they went to the budget it was almost a year ago, so 
surely it was not included in their budget. 

Mr. Gorrze. That is right. The farmer is now being aroused to 
the fact that we are part of civil defense, but we have nv tools. If 
you send us to war without weapons, why, we can’t fight. 

Senator Maenuson. Thank you very much gentlemen. 
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STATEMENT OF SENATOR HUMPHREY 




































A statement from Senator Humphrey on the subject of civil defense 
will be inserted at this point. 
(The statement referred to follows :) 


STATEMENT BY SENATOR HuBert H. HUMPHREY 


Senator Magnuson, members of the subcommittee, I want to thank you for 
the privilege of testifying before you in behalf of the State of Minnesota and 
its department of civil defense. 

It seems to me that an attitude toward civil defense which results in the 
assignment of no more than one-fifth of 1 percent of the national-defense budget 
to the direct protection of the civilian population of the Nation is hardly adequate. 

We are spending billions of dollars to erect a series of warning lines to detect 
the approach of enemy bombers and missiles. Now I want to state that I am 
in complete agreement with this program. But we are assured by the best 
authorities that no known defense system can knock down all the attacking 
aircraft. Some will inevitably get through. It has been a wise program to erect 
a system to warn the civilian population. But is it very useful to have warning 
systems without providing the population with the training and the meaus te 
do something when the warning sounds? 

Despite our efforts toward, and hoped for, disarmament and for an easing of 
the purely military struggle, we have continued to maintain our guard. Yet we 
have also continued to permit our one glaring weakness to remain: civilian 
defense. 

Frankly, I was deeply concerned to learn that the House Appropriations Com- 
mittee, in the bill now before the subcommittee, had slashed the civil-defense 
budget by nearly 30 percent. In particular, I was disturbed at the $22 million 
cut in the budget allotted for emergency supplies and equipment, and at the 
$4,460,000 cut in the budget allotted for civil-defense functions of Federal agen- 
cies—with particular reference to the participation of the Department of Health, 
Education, and Welfare. 

Let us consider the item marked ‘Emergency Supplies and Equipment,” begin- 
ning on line 23 of page 6. According to the Federal Civil Defense Administrator, 
much of the proposed budget increases in this area over last year were to be 
devoted to the purchase of 1,000 additional improvised hospitals; a total of 
$22,500,000. Presently, equipment is on order for only 832 of these emergency 
hospitals. By far the greatest effect of the House cut would be a sharp 
reduction in the emergency-hospital program. 

Under the same item, the Administrator requested substantial increases in 
medical and surgical equipment and for blood and shock therapy. The 1957 
budget request for these items would provide emergency care for an additional 
1 million casualties surviving during the first 3 postattack weeks, making it 
possible to eare for a total of 4.5 million casualties. 

One effect of the cut in this item of some $22 million, it seems clear, would 
be to prevent the emergency care of some 300,000 casualties. 

Still referring to the item marked “Emergency Supplies and Equipment,” I 
am seriously disturbed about the crippling effect the House cut would have on 
the program for the procurement of radiological and chemical warfare defense 
equipment. The proposed funds would procure approximately 80,000 survey 
materials and 65,000 dosimeters. This equipment would be absolutely vital for 
conducting rescue and evacuation operations. Again, the most elaborate system 
warning of enemy attack is useless without the means to take action to save 
the civilian population. 

One very important point was emphasized to me last week by the director of 
civil defense of the State of Minnesota: that the simple distribution of radio- 
logical and chemical warfare defense equipment is only half the job. There is 
vitally necessary the provision to the States of funds for the regular maintenance 
of this equipment. Unless this delicate equipment is maintained in good work- 
ing order, it is worse than useless. I therefore ask the subcommittee to consider 
authorizing and directing the Federal Civil Defense Administrator to distribute 
special funds to the State departments specifically assigned to the maintenance 
of such equipment. 

Beginning with line 17 of page 7 of the bill, an item is described as “Civil de- 
fense functions of Federal agencies.” Here again, the House cut back the hudg- 
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et request from $6 million to $1,540,000—which is almost precisely the amount 
of the fiscal 1956 appropriation. 

The Administrator had wisely proposed, with the apparent agreement of the 
Federal agencies involved, a far wider participation in the general civil-de- 
fense effort by several departments. Of greatest importance, I think, is the 
effort to expand the efforts of the Department of Health, Bducation, and Wel- 
fare, with a proposed budget of $3,490,000. This would permit, among other 
things, the stationing of field officers of the Public Health Service in the States 
to work full-time on the health problems related to civil defense. Certainly 
we cannot overlook the probability of widespread disease due to a breakdown 
in sanitation, housing facilities, and food distribution which would result from 
nuclear attack. Suffering will spread far beyond the immediate blast and fire 
area—unless careful planning and training can prevent it. 

In summary, I ask the members of the subcommittee to consider the effects 
which a relatively small expenditure of funds now would have in case of nu 
clear attack, and to restore, at least in part, the drastic cuts which have been 
made in the budget submitted by the Federal Civil Defense Administrator. 

I ask that a letter from the director of civil defense of the State of Minnesota, 
dated March 29, 1956, which describes the accomplishments and the needs of 
civil defense in Minnesota, be made a part of the record of this hearing, as 
well as the attached press information release of the Federal Civil Defense Ad 
ministration dated March 16, 1956. 

STATE OF MINNESOTA, 
DEPARTMENT OF CIVIL DEFENSE, 
St. Paul, March 29, 1956. 
Senator Husert H. HUMPHREY, 
United States Senate, Washington 25, D. C. 

Dear SENATOR HUMPHREY: I appreciate, very deeply, the interest expressed by 
you about our civil-defense problems in your letter of March 13—also the kind 
words you had to say about the Governor’s testimony submitted to Congressman 
Holifield. 

We are developing the estimates of costs that I feel we will require in Minne- 
sota to raise our capability for civil defense to a minimum level. This level is 
based on the capability of the Soviets rather than comparison with the civil- 
defense effort of any of our neighboring States. I will forward these to you as 
rapidly as they are developed. 

We have done about all that can be done at the State level to insure immediate 
reaction to any warning transmitted to us from the 31st Air Division. We 
support efforts being made by the United States Air Force to increase their 
capability to obtain, use, and transmit to civil defense warning of enemy air 
attack. About the only improvement we could make is to man our initial con- 
trol center with a round-the-clock staff duty officer. This is impossible with our 
present staff and we have strengthened our capacity by installing bell and light 
warning devices in the homes of the Governor, myself, my key staff, and by 
using the Minnesota Highway Patrol radio control staff as our emergency civil 
defense staff duty station. 

Minnesota conducts an air warning test at 1 p. m. (13800) the first Wednesday 
of every month. This test includes sounding the air-raid sirens in the cities and 
towns. In Minnesota the warning is transmitted to every county seat and city 
of 5,000 population or more in 13 minutes. We have also spent considerable effort 
and time to assist counties in developing a county air alert system, which picks 
up the warning at county seat and transmits it to every town and, indeed, to 
every rural resident in the county. 

In this past year we have also reorganized conelrad so that effective radio 
messages in the critical target area of Minneapolis-St. Paul will be put on the 
air in about 4 minutes after an alert signal. The previous time was an estimated 
45 minutes to an hour. At our request, WCCO radio permitted the use of their 
Anoka site as the key transmission point for conelrad, and the Federal Communi- 
cations Commission authorized and paid for the movement of program lines from 
its previous location—which was unmanned. 

In the area of public signals, Minneapolis, St. Paul, Duluth, and the suburbs of 
the critical target area of Minneapolis and St. Paul have almost completed in- 
stallation of air-alert sirens. These have been paid on the basis of 25 percent 
local, 25 percent State, and 50 percent Federal (FCDA matching funds). We 
are currently working with the cities of St. Cloud, Little Falls, Mankato, 
tochester, Hibbing, Winona, and other communities to effect the installation 
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of air-warning sirens in those cities. These are being purchased on the same 
basis as were those of the cities. 

I have dwelt in some detail on the air-alert system to indicate that a lot of 
money, time, and effort has been expended to insure the immediate transmission 
of warnings. What needs to be done now is to implement the organizational 
plans of the State and local communities and to insure that adequate equipment 
and trained personnel exist to actually perform when needed. 

It would be very wrong to say that much has not been accomplished. What 
keeps me awake at night is what is yet to be accomplished if we are really to 
lead a recovery from enemy air attack. 

At this time we are receiving FCDA direct support in the following fields: 
Films and publications on national civil-defense policy; 50-percent matching 
funds for organizational equipment and training aids; consultation and advice 
from their operational and technical staff and the services of 4 full-time FCDA 
liaison officers stationed at headquarters, 31st Air Division, whose sole function 
is to transmit the air warnings discussed above. 

We need to train 2,400 teams in radiological defense in monitoring, reporting 
procedures and equipment maintenance and repair. ‘To be supplied the equiva- 
lent, either by outright loan or grant or by matching funds, is not enough. 
Cities and counties as well as the State require people who can organize, train, 
supervise, and coordinate this effort—in a similar manner to the way the Air 
Force supervises and trains Minnesota’s 30,000 Ground Observer Corps volunteers. 

Maintenance of radiological equipment necessary to the State will, in itself, 
cost tens of thousands of dollars annually. Distributed over some 87 counties 
and 800 communities as these must be, there is no easy answer to this problem. 
It will require constant supervision and control on a State level to insure that 
all this type of equipment has fresh batteries, has been properly calibrated, and 
is otherwise serviceable and reliable. It is unrealistic to expect volunteer effort 
to do this work. A similar problem exists in communications equipment. 

We need full-time training supervision on a State and local basis for our 
medical program; i. e., the organization of expanded hospital points (expanded 
to care for an estimated 300,000 casualties who will all need care at the same 
time), training of first aid evacuation teams, procurement of drugs and other 
functions. Volunteers can do much of this but they must have full-time leader- 
ship. 

We require control centers and essential communications and other equipment 
for them. We need personnel who can assist county sheriffs and local police 
chiefs in the training of civil defense anxiliaries. In fact, we can refer to 
Governor Freeman’s letter, and under optimum eonditions we should have one 
or more people on our State staff for each of the programs listed therein. 

Evacuation planning for the critical target area of Minneapolis-St. Paul and 
the target city of Duluth will require the establishment of a number (running 
upward of 30) of evacuation reception control headquarters, where the stream 
of evacuees must be brought into a semblance of order. By providing assembly 
points for personnel with civil defense, military and essential Government func- 
tions, by providing a means to organize and route serials (convoys) of vehicles, 
by providing emergency first aid, hospitalization, and other services relative order 
can be obtained and panic avoided. (Other areas with differing tactical situa- 
tions refer to the above as reception centers, which perform a somewhat different 
function. ) 

This job will necessarily have to be superimposed over the normal civil de- 
fense organization of those outlying cities and towns whose geographical loca- 
tion requires this function. 

Evacuation route markers, previously prepared signs and other similar equip- 
ment is costly but is also essential. It cannot be installed overnight. 

If Federal Civil Defense Administration funds can be made available to match 
administrative salaries and costs, we will have gone a long step forward in 
giving an impetus to counties and cities to devote some full time help to the 
civil defense problem. It will also permit states to increase their services and 
allow a more adequate follow through on the programs necessary to our Ssur- 
vival in thermonuclear warfare. 

I have outlined a few of our major areas where direct and in some cases full 
financial support should come from FCDA. Control should be retained by the 
States and local units of government who must meet minimum FCDA standards. 

I am enclosing a release from FCDA which indicates the extent to which the 
satellite countries of the Soviet Union are carrying out civil-defense training. 
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As things are now, civil-defense personnel are getting a real insight into the 
travails and frustrations of Gen. George Washington at Valley Forge. 
Sincerely, 
H, A. ScHon, 
Director, Civil Defense, State of Minnesota. 


[Press information] 


FEDERAL CIVIL DEFENSE ADMINISTRATION, 
Battle Creek, Mich., March 16, 1956 


Rapio FREE Europe Report TEeL_is or INCREASED CIVIL DEFENSE ACTIVITY IN 
CZECHOSLOVAKIA 


Reports of vastly stepped-up civil defense activities in Communist-controlle 
Czechoslovakia have reached the Federal Civil Defense Administration from 
headquarters of Radio Free Burope in Munich, Germany. 

Quoting refugee sources, the reports said virtually every Czechoslovakian is 
being schooled in the essentials of protection against atomic and hydrogen 
tack. More than 600,000 have qualified for the Government’s civil air defense 
and first-aid badge, the report added. 

A large network of atomic-proof shelters is under construction, the reports 
to Radio Free Europe said. They added that shelters are being constructed i 
all new buildings, including “apartment houses slated for use by Communist 
functionaries.” 

Meantime, the reports went on, many World War II bomb shelters have been 
reconditioned for use by the civilian population. This phase of the operatio 
one of the reports said, was being conducted “at a feverish pace.” 

The Radio Free Europe report continued : 

“Special importance is given to shelter construction carried out by the State 
in and around Prague. A network of subterranean corridors under the mili- 
tary hospital has been completed after 2 years of work. This is the hospital 
where all important Communist leaders are treated. Underground facilities 
include an operating room and a portable power unit. Every room is independ- 
ently air-conditioned and has its own filtering device. 

“Civil air defense since 1953 has been under control of the Ministry of the 
Interior. Virtually every noncombatant in the Nation has received some civil 
defense instruction. The instruction is free and classes are held at least twice 
a week. An examination is given at the completion of each course. The ques- 
tions deal with first aid, transport of wounded, battle behavior, and chemical, 
bacteriological, and nuclear attack defense. 

“Groups of homes outside city limits are organized into air defense units and 
every apartment house in the cities has trained air defense personnel.” 


STATEMENT FROM NATIONAL ASSOCIATION OF HOME BUILDERS 


Senator Magnuson. We have also received a statement from th« 
National Association of Home Builders on the Federal Housing 
Administration, which will be placed in the record. 

(The statement referred to folows:) 


STATEMENT OF JOSEPH B. McGRATH, LEGISLATIVE DIRECTOR, NATIONAL ASSOCIA4- 
TION OF Home BUILDERS 


Mr. Chairman and members of the committee, I want to thank you for this 
opportunity to appear before you today in your consideration of the 1956-57 
appropriation for the Federal Housing Administration. 

The National Association of Home Builders, primary spokesman for the 
home-building industry, is a trade association with its main offices in Washing 
ton, D. C., representing over 250 local associations and over 37,000 members 
in the residential construction industry throughout the United States. 

Our main purpose in appearing before you today is to emphasize our support 
for a flexible budget for the Federal Housing Administration. This agency is 
a self-sustaining operation in that its income from fees, premiums and interest 
on investments is sufficient to pay all its operating and loss expenses and t 
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build up reserves in the form of capital, earned surplus, and statutory reserves. 
Therefore, we believe that it is entitled to a flexible budget, allowing the agency 
to operate within its own income in meeting its business demands and not 
dependent from year to year on specific congressional action. 

The FHA receives income from people who do business with the agency in the 
form of premiums, fees, and interest on investment so that it should not be 
required to obtain a new appropriation authorization each year from the Congress. 

In the National Housing Act of 1949, this principle was recognized by the 
Congress. In that law, the Congress provided that certain expenses in the 
FHA in relation to the examination and insurance of loans and expenses in 
connection with claims should not exceed 35 percent of the income received by 
the FHA from premiums and fees collected during the preceding fiscal year. 
As a result of this provision, the FHA was allowed to expand and contract its 
operations within these budgetary limitations in accordance with the conditions 
existing in the home-building industry at that time. As more loans were 
received and processed, it was able to expand its staff and services to accommo- 
date its increased needs. Contrariwise, as the demand on its services decreased, 
it was able to decrease its operations and effect an overall budgetary savings. 
The top limit of 35 percent constituted a congressional control and, of course, 
this in no way prevented the Committees on Appropriations from closely ex- 
amining FHA’s operations. 

Unfortunately for the overall efficiency of the FHA, this authority was in 
effect in only 2 fiscal years—1950 and 1951. In 1952, the Congress reestablished 
the requirement for an annual congressional appropriation for the FHA budget. 

Each year in its history, the FHA has been able to pay off its monetary deben- 
tures and losses encumbered by it during any fiscal year and also establish 
sufficient reserves. In a letter dated March 30, 1956, Commissioner Norman 
P. Mason issued an FHA financial statement as of December 31, 1955. In that 
letter he pointed out that the FHA is self-sustaining and further stated: 

“Its income from fees, premiums, and interest on investments is sufficient to 
pay all operating and loss expenses to date and to build up reserves in the form 
of capital, earned surplus, and statutory reserves, which at the end of 1955 
amounted to $447.6 million. 

“In addition, we have repaid to the United States Treasury the Government 
funds that were advanced to the FHA in its early years to pay salaries and 
expenses and to establish certain insurance funds. The total repayment to the 
Treasury, including interest, was $85.9 million.” 

In view of the fact that the amount of home building in any 1 year depends 
oh Many uncertain factors, such as the amount of consumer demand, the avail- 
ability of construction financing, the amount of mortgage money available to 
the buyer and Federal monetary policies, there is a great deal of uncertainty 
as to the amount of activity that the FHA will be called upon to undertake. 
Accordingly, it is very difficult for either the Congress or the FHA to predict 
precisely either the amount of overall insurance authorization the FHA will 
need or the amount of overall budget the FHA will require to continue its 
operations. Should the above-suggested flexible budget be authorized for the 
Federal Housing Administration, these uncertainties could be met on a self- 
sustaining basis as conditions changed. 

The overriding consideration of the Congress in connection with the operations 
of the Federal Housing Administration is to see that the overall efficiency of 
the FHA and its economic soundness is maintained and that ample reserves are 
set aside each year. The agency, of course, must see to it that a sufficient amount 
of its income is maintained in reserves to balance its expenditures and contingent 
liabilities. Adoption of the above-suggested formula of allowing FHA to operate 
within its own income would avoid the necessity occasioned in the past of the 
FHA’s having to appeal to the Congress for additional appropriations in order 

to satisfactorily continue its operations. In order to be an effective aid in 
housing and home finance, the FHA must have a large amount of flexibility in 
its operations to meet the dynamic conditions existing in the home-building 
industry. 

Each year the FHA would still be required to justify its expenditures and 
operations not only to the Bureau of the Budget but also to the Congress. 

In summary, then, we strongly recommend that FHA be allowed to operate 
on an annual budget based upon a certain percentage of income received each 
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year by the FHA from examination and insurance of loans and through the 
premiums and fees collected during the preceding fiscal year. This is similar 
to the authority previously authorized in the Housing Act of 1949. 


Senator Macnuson. This closes the hearings on Independent Offices. 
(Thereupon, at 4 p. m., Monday, April 30, 1956, the hearings were 
concluded, and the subcommittee was adjourned ). 


CORRESPONDENCE RECEIVED AFTER THE CLOSE OF THE HEARINGS 


UnItTep States Ciyin Service CoMMISSION, 
Washington 25, D. C., May 4, 1956. 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate. 

DEAR SENATOR HAYDEN :I believe you should be aware that lack of authorized 
funds is seriously delaying assumption by the employees’ life insurance fund of 
the life insurance agreements of members of nonprofit associations of Federal 
and District of Columbia employees. 

As you know, the Federal Employees’ Group Life Insurance Act as passed in 
1954 recognized that making low-cost group life insurance available to employees 
generally would increase the difficulty these associations were experiencing in 
recruiting new members at younger ages. Since the required insurance premium 
rates increase sharply as the average age of the group rises, these associations 
faced ultimate insolvency with loss of insurance by individual members unless 
the Government offered some solution to the problem. 

The original plan which authorized the Commission to assume the life insur- 
ance agreements of the retired and separated members of an association if the 
association paid into the insurance fund all of its assets could not be carried 
out because of court rulings that such transfer of assets would require unani- 
mous consent of all members of the association. Only one small association was 
able to obtain such unanimous consent. 

The bill, S. 1792, which was introduced by Senator Johnston and enacted as 
Public Law 356 on August 11, 1955, recognized the need for a more workable 
solution. It authorized the Commission, under certain conditions, to arrange 
for assumption by the fund, not later than August 17, 1957, of the life insurance 
agreements of all members of an association, including active employees as well 
as retired and separated members. 

The revised plan has worked very well. Under it, as the attached progress 
schedule shows, the life insurance agreements of 13 associations have been 
assumed, and those of 3 more associations will have been assumed as of May 
15, 1956. Eight more, including three of the largest, have been working toward 
target dates of June 1, June 15, and July 1. Additional associations have made 
tentative inquiry but have not yet entered into actual negotiations leading toward 
a fixed date for assumption. 

The Commission is now faced with a problem which will require delay in 
protecting the life insurance of members of associations whose takeover dates 
are after May 15, 1956. This problem is one of possible lack of authorized funds 
to defray the costs involved in the acquisition, conservation, and disposition 
of the assets of affected associations, and in the quarterly billing of premium 
notices, and the collection and depositing of premiums paid by members. 

The Federal Employees’ Group Life Insurance Act provides that the em- 
ployees’ life insurance fund is available for any expenses incurred by the Civil 
Service Commission in the administration of the act, within such limitations 
as may be specified annually in appropriation acts. For the fiscal year 1956, 
Congress authorized an expense limitation of $80,000. This action was taken 
before the amendment of August 11, 1955, which provided the workable plan 
for protecting members of beneficial associations. The Commission, in the sec- 
ond supplemental appropriation bill for fiscal year 1956, requested an increase 
in the year’s limitation to $192,350. The House approved $100,000; the Senate 
approved $135,000. The conferees on this bill—H. R. 10004—have not yet 
reported agreement. 

For the fiscal year 1957, the Commission requested an expense limitation of 
$186,700. Of this amount, $84,350 is the estimated cost of regular work con- 
nected with insuring 2,050,000 employees under the Insurance Act, exclusive 
of any costs arising from insuring members of beneficial associations under 
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section 10 as amended. The remainder of $102,350 is the estimated cost of 
maintenance for the life insurance of approximately 140,000 association mem- 
bers whose agreements we expected to assume before the end of fiscal year 
1956. 

Of the requested expense limitation of $186,700 for fiscal year 1957, the House 
bill H. R. 9739 provides only $100,000. The Senate has not yet acted on the bill. 
Unless the full amount of the expense limitation requested by the Commission 
is authorized by Congress, we will be unable to carry out fully the congressional 
mandate to protect the life insurance of members of these associations. To the 
extent that funds are not authorized, some of the associations will have to 
wait until such later date as an approved expense limitation will cover the 
costs involved in acquiring and maintaining their assets and insurance agree- 
ments. 

In order to avoid entering into commitments which might go beyond funds 
ultimately authorized for 1957, we believe you should know we have found it 
prudent to instruct all associations scheduled for assumption after May 15, 
1956, to temporarily defer all steps leading toward early assumption of their 
life-insurance agreements by the fund. Both this Commission and the associa- 
tion members would be in an untenable position if we were to assume too many 
agreements and have to discontinue such work items as the sending of premium 
notices and the collecting and depositing of premium payments because of lack 
of authorized funds before the end of the fiscal year 1957. A copy of the type 
of letter sent to the associations is attached, 

As soon as decision is reached by the Congress on requested funds for fiscal 
year 1957, we will reappraise the situation and take further action to protect 
the life insurance of members of additional associations within the maximum 
limitations of available funds. 

Letters similar to this one are being sent to the chairmen of the Senate Com- 
mittee on Post Office and Civil Service, the House Committee on Post Office and 
Civil Service, and the House Committee on Appropriations. 

Sincerely, 
Puitie Youne, Chairman, 


Progress schedule—beneficial association takeover project 
A. LIFE INSURANCE AGREEMENTS ASSUMED 


es amereneel 
Association in foree 
| (millions) 


'Member-| Takeover 
ship date 





. Secret Service Beneficial Association_. - $0.05 | f Feb. 1,1955 
. Death and Disability De partment, NFPOC. he ; 2,100 | Jan. 41,1956 
3. Municipal Employees’ Group Life Insurance Asso- | 
ciation_- ake 4 : 
. Los Angeles Post Office Employees. ; | 
5. Immediate Benefit Association, Baltimore Post office 
. Bureau Protective Association (Bureau E. and P.)_. 
. GPO Group Life Insurance Association : 
. Railway Mail Mutual Benefit Association (C ‘hicago) - 
. Interstate Commerce Commission Club 
. Employees Welfare Association, Veterans’ Admin- | 
istration 
1. Commerce and Justice Beneficial Association... 
12. Department of Labor Beneficial Association 5 
3. Washington Navy Yard Group Life Insurance Asso- | 
ciation _... ates ils tats go teamile ds ° 4 


1,400 | Feb. 1,1956 
1,500 | Mar. 1,1956 

560 | Apr. 1,1956 
1, 200 
3, 800 ver. Poh ae 
4,800 | Apr. 15, 1956 

Oy: aR Ls, 


AOD bith A cosas 
9,300 | May 1, 1956 
S000 1.0L i al 
3, 990 


-—-OnD erty Woo 


Subtotal_____-- Sadie : eonenn| 55 | 36,554 |........-......| 3,032,000 





B. LIFE INSURANCE AGREEMENTS SCHEDULED FOR ASSUMPTION 





. Post Office Immediate Benefit Association (District | 
of Columbia) 1.4 | 1,500] May 15, 1956 | 87, 000 
5. Agriculturel Beneficial Association. _. : meee OT ~. See ese ee ce 1, 934, 000 
. Census Bureau Beneficial Association 2 | 800 atl 4, 300 


ee Sais ‘ 27.4 | 17, 670 | 2, 025, 300 











INDEPENDENT OFFICES APPROPRIATIONS, 1957 


Progress schedule—beneficial association takeover project—Continued 


C. ASSUMPTION DATES CANCELED 


Insurance 
Association in force | fe mb r-| Takeov r 
(millions —_ | late 


7. Philadelphia Navy Yard Group Life Insurance 
Association. . ‘ 
. Metropolitan Police Relief Association . 
Firemen’s Family and Fraternal Relief Association 

. Department of Interior Beneficial Association 

21. Treasury Department Beneficial Association 

2. Chicago Post Office Employees Association_. 

3. War Department Beneficial Association 

24. Navy Department Beneficial Association_. 

5. Braneh 24, NALC, Encino, Calif.____- 


Subtotal 


Total 


D. NO ASSUMPTION DATE SET 


. Employees Insurance Association, NOB, Norfolk 
7. American Foreign Service Protective Association 
28, Boston Letter Carriers Mutual Benefit Association 
. Boston Post Office Clerks Mutual Benefit Asso- 
ciation 4 
War Agencies Employees Protective Association 
. National Association of Postal Supervisors, Branch 
36, Kansas 
32. Twin City Railway Postal Clerks Insurance Asso- 
ciation, St. Paul 
33. NFFE, Local 14, Minneapolis_- . 
44. Fourth Division, Immediate Relief Association, 
Atlanta 
5. Louisville Postal Employees Benefit Society - 
. National Association of Postal Supervisors, Branch 
100, New York ie 4 
. Veterans’ Administration Center, Wadsworth, Kans 


1 Negotiations opened, but association interest expressed did not warrant establishing assumption date 
at this time. 
2 Not given, 


UNITED STATES CIVIL SERVICE COMMISSION, 
BUREAU OF DEPARTMENTAL OPERATIONS, 
Washington 25, D. C., May 4, 1956. 
Mr. HueH McCu.LLoues, 
President, Navy Department Beneficial Association, 
Washington 6, D. C. 

DEAR Mr. McCuLLovuenH: Although Congress has not yet approved our request 
for a fiscal year 1957 expense limitation for employee beneficial association work 
load, indications are that less than the full amount requested may be authorized 
for next year. Therefore, the scheduled July 1, 1956, date for assumption of your 
association’s life insurance agreements has been suspended pending authoriza- 
tion of a definite expense limitation for fiseal year 1957 for maintenance of em- 
ployee beneficial association life insurance agreements 

The Congress, both in the 1954 Insurance Act and the 1955 amendment to sec- 
tion 10, has clearly and unmistakably expressed its intention to protect the 
life insurance agreements of members of nonprofit associations of Federal and 
District of Columbia employees. This expressed intention leaves little doubt that 
the funds required to maintain the insurance agreements of your members will 
be authorized either in the fiscal year 1957 appropriation bill or in some sub- 
sequent appropriation action. However, both this Commission and your associa- 
tion would be in an untenable position if we were to assume too many life in 
surance agreements and have to discontinue necessary maintenance work such 
as sending premium notices and accounting for remittances because of lack of 
authorized funds before the end of fiscal year 1957. We must therefore suspend 
assumption until we know the exact amount of money available to us. 
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As soon as Congress has acted on our request for funds, we will advise you 
whether we can fix a new assumption date. Meanwhile, vou should continue 
your regulatar operations, including collecting premiums from your members 
as they become due. We also suggest you continue preparation for assumption 
of your life insurance agreements, but take no action toward advising your 
members to discontinue premium payments to your association. 

Since the Congress, this Commission, and your association share a desire to 
afford maximum protection for the life insurance agreements of your members, 
this temporary delay should not occasion any concern on their part. 

Similar notice is being sent to other affected associations. 

Sincerely yours, 
WARREN B. Irons, Director. 





FEDERAL COMMUNICATIONS COMMISSION, 
Washington 25, D. C., May 4, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Independent Offices Subcommittee, 
Senate Committee on Appropriations, 
United States Senate, 
Washington 25, D. CO. 


Dear SENATOR MAGNUSON: This is in response to Mr. Earl Cooper’s telephone 
-all to Mr. Robert Cox, executive officer of this Commission, requesting us to 
send you a statement showing the effect of increasing the Commission’s 1957 
appropriation for the Safety and Special Radio Services Bureau by $50,000. 

An increase of $50,000 in the safety and special radio services would provide 
for approximately 10 additional employees, all of whom would be assigned to 
application processing in the Authorization Analysis Division of the Safety and 
Special Radio Services Bureau. 

In our 1957 budget pending before the Congress, we proposed an average staff 
of 65.2 for this Division. With this amount of manpower available for applica- 
tion processing it was estimated that there would be pending at the end of 1957 
a total of 38,628 applications. In terms of time, this number of applications is 
equivalent to approximately 3 months’ work. 

With an increase of 10 employees in 1957, the estimated number of applications 
pending at the end of 1957 would reduce to approximately 14,000. In terms of 
time, this number of pending applications is equivalent to 1 month’s work. 

Assuming that our estimates of receipts and disposals are reasonably accurate 
(current trends so indicate), an increase of 10 employees would cut the backlog 
figure in the safety and special radio services by the end of 1957 from 3 months 
to 1 month. 

Except for the few unusual and irregular applications, I feel quite safe in pre- 
dicting that an increase of $50,000 for the safety and special radio services would 
permit the Commission to process applications within 30 days from date of 
receipt. This improvement would, of course, be most gratifying to the Commis- 
sion and industry. 

If you desire more information or further details, please let me know. 

Sincerely yours, 
Grorae C. McCONNAUGHEY, 
Chairman, 


FEDERAL TRADE COMMISSION, 
Washington, D. C., May 3, 1956. 
Mr. Bart W. Cooper, 
Senate Appropriations Committee, 
Wm. P. GLENDENING, 
Chief, Division of Budget and Finance, 
Federal Trade Commission, 

In accordance with your telephone request there is submitted our estimate 
of the cost of 10 additional inspectors for enforcement of the Fur Products 
Labeling Act. You informed us that these additional inspectors were re- 
quested by Mr. Arnold W. Mulhern, of the National Board of Fur Farm Organiza- 
tions, in his recent testimony before the Senate Independent Offices Subcom- 
mittee. 
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We estimate the cost of 10 additional inspectors to be $74,500, as follows: 


Personal services: 
5 inspectors at GS-9 and 5 at GS-11, less estimated lapses 
Travel funds: 
100 days of travel per man at $20 per day___ 


$54, 500 


20, 000 


Total : 74, 500 


In the event additional funds are appropriated for this purpose, the limitation 
on travel funds in the amount of $227,000 which is contained in the 1957 appro- 
priation bill, H. R. 9739, on page 9, line 14, should be increased by the amount 
of additional travel funds appropriated for this purpose. 

Approved. 

ALEX. AKERMAN, Jr., Executive Director. 


HovusING AND HoME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., May 4, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Independent Offices Appropriation Subcommittee, 
United States Senate, Washington 25, D.C. 


DEAR Mr. CHAIRMAN: I am transmitting herewith an additional technical 
language amendment which I hope your committee will find it possible to 
consider in connection with H. R. 9739, the independent offices appropriation bill, 
1957. This amendment was not covered in my letter to you of March 19, 1956, 
or at our recent hearings before your committee because it had been our under- 
standing that the matter was to be handled in connection with another bill. 

The amendement would continue during the fiscal year 1957 the authority 
of the Public Housing Administration to purchase uniforms or to provide 
uniform allowances as authorized by the act of September 1, 1954, as amended. 
The authorization for fiscal 1956 has been approved by both the House and 
Senate Appropriations Committees in the pending second supplemental appro- 
priation bill, 1956. This authority is used to provide for the replacement of 
nurses’ uniforms, as required, in those Public Housing Adminisration offices 
where employees are furnished health services. 

I hope that the committee will favorably consider this proposed language 
change. 

Sincerely yours, 
ALBERT M. COLE, 
Administrator. 


PROPOSED AMENDMENT TO INDEPENDENT APPROPRIATION BILL, 1957 


(H. R. 9739, Union Calendar No. 650) 


On page 42 in line 4 after the semicolon insert the following: “purchase of 
uniforms or allowances therefore as authorized by the act of September 1, 1954, 
as amended (5 U. 8. C. 2131) ;” 


Unrrep States SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
May 3, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent Offices Appropriations, 
Committee on Appropriations, United States Senate, 
Washington 25, D. C. 

Dear Mr. CHAIRMAN: I am in receipt of a copy of a letter dated April 24, 
addressed to you by Mary M. Condon, Montana State superintendent of public 
instruction, relative to the possibility of reestablishing the Federal regional 
office of the Housing and Home Finance Agency at Seattle, Wash. 

In your capacity as chairman of the Appropriations Subcommittee on Inde- 
pendent Offices I urge you to give consideration to the reestablishment of this 
office at the time final consideration is given to appropriation of funds for this 
agency. As pointed out by Miss Condon, having to operate through the San 
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Francisco office has proven to be time-consuming and uneconomical for Mon- 
tanans. 
Any consideration that may be given to this matter will be appreciated by 
me and the people of Montana. 
With best personal wishes, I am 
Sincerely yours, 








MIKE MANSFIELD. 










CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington 6, D. C., May 8, 1956. 





Hon. WARREN G. MAGNUSON, 
Senate Appropriations Committee, 
Senate Office Building, 
Washington 25, D. C. 

Dear Senator Magnuson: The Chamber of Commerce of the United States 
recommends a number of reductions in the 1957 independent offices appropriations 
bill, H. R. 9739. 

The national chamber already has strongly recommended to the Subcommittee 
on Housing of the Senate Banking and Currency Committee that certain Housing 
and Home Finance Agency programs be curtailed or terminated. 

Specifically, the chamber recommends: 

1. That no authorization be made for additional public housing units. The 
savings in contributions for 35,000 units would be upward of $8 million, not 
including increased administrative and other expenses. 

2. That the Federal program of loans for college housing be terminated. This 
would avoid an anticipated net loss of $631,000 in fiscal 1957 and would reduce 
Government competition, at subsidized interest rates, with private investors in the 
lending field. 

3. That the Federal program of loans for public works be terminated. This 
program is expected to operate at a deficit of $518,000 in fiscal 1957. 

4. That the Federal program of interest-free advances to municipalities and 
other public agencies for planning of non-Federal public works be terminated and 
the revolving fund liquidated. This would avoid an expense of $1,280,000 in 
fiscal 1957, which is the estimated loss in that year from advances made by the 
revolving fund. 

Here are the reasons for our recommendations: 






























PUBLIC HOUSING 







In opposing the proposal for 35,000 additional federally subsidized public 
housing units in 1957, the national chamber believes that the Congress can make a 
greater contribution to the improvement of housing for all citizens without en- 
couraging certain groups to look to the Federal Government for housing which 
is subsidized by other citizens of equal or more limited resources. 

The Federal Government can be a better long-range influence on adequate 
housing by encouraging State and local governments to accept the responsibility 
in this field. 

The chamber has been urging communities to place more emphasis on balanced 
community development so that housing, which is just part of community de- 
velopment, can be upgraded through enforcement of adequate housing codes and 
voluntary rehabilitation. We believe in the competency of the people in their 
communities to develop such balanced programs. 

We help community leaders organize citizen groups to study their community 
development problems and plan ways to solve these problems. The attached 
copy of the Urban Development Guidebook is being used in hundreds of cities 
in the growing movement to increase local responsibility in all problems of 
development, including housing. 4 ; 

Congress should reject the proposed increase in federally subsidized public 
housing for another reason: the cut in Federal spending would contribute to 
balancing the Federal budget, thus assuring citizens stability to the value of 
the money they save. 7 

The national chamber believes that the concept of public housing is outmoded 
by the achievements of the private housing construction industry ; private owner- 
ship of housing is an acknowledged basic principle in our economy. 

Federally subsidized public housing is not needed now to stimulate employ- 
ment, as was claimed during the depression years. It is not a cure-all for slum 
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clearance, as has been argued. It is not necessary as a solution to housing 
shortages, since more than 10,500,000 privately financed dwelling units have 
been built since World War ITI. 

At an estimated 1957 annual Federal contribution rate of about $250 per 
eligible public housing unit, the yearly savings in contributions for 35,000 units 
would be upward of $8 million, not including increased administrative and other 
expenses. 

COLLEGE HOUSING LOANS 


The national chamber also believes that the college housing loans program 
should be terminated. 

AS an emergency aid under the pressures of the post-World War II period, 
the Housing Act of 1950 authorized Treasury borrowings of $300 million for 
long-term loans to institutions of higher learning for construction of student 
and faculty housing. The Housing Amendments of 1955 broadened the definition 
of eligible facilities to include dining halls, student unions, infirmaries, and 
other essential service buildings and reduced the maximum interest rate on 
such loans to 2% percent. The Treasury on its own long-term borrowings has 
recently paid interest at the rate of 3 to 3% percent. 

Thus a program directed at a GI emergency now has become, in the words of 
a Hoover Commission report, a “lending activity only of general aid to colleges 
and universities.” 

Private investors, who in recent years have been increasingly attracted to 
long-term dormitory revenue bonds, cannot compete with the extremely low 
subsidized interest rates charged on the Government loans. Available lending 
authority for the college housing program is expected to be exhausted in fiscal 
year 1957 and an increase of $100 million has been requested. For 1957 the 
program is estimated to show a net loss of $631,000. 

Termination of this program would not only reduce Government spending, 
but would reduce Government competition with private investors in the lending 
field. 

LOANS FOR PUBLIC WORKS 


We also recommend termination of the Federal program of loans for public 
works. 

The Housing and Home Finance Administrator is authorized by the Housing 
Amendments of 1955 to make loans to States and municipalities for public works 
or facilities. Statutory priority goes to small communities of under 10,000 
population and loans are limited to applicants unable to obtain funds from 
other sources at reasonable rates. The program is financed by a Treasury 
borrowing authorization of $100 million. 

This program involves the Federal Government in a business which should be 
handled by private lending institutions or by State and local governments. 
Municipalities should be encouraged to handle, on their own initiative, problems 
of urban development. 

The Federal program of loans for public works should be terminated. This 
program is expected to operate at a deficit of $518,000 for fiscal year 1957. 


ADVANCES FOR NONFEDERAL PUBLIC WORKS PLANNING 


The Housing and Home Finance Administrator is further authorized by the 
Housing Amendments of 1955 to make advances to municipalities and other pub- 
lie agencies for the planning of non-Federal public works to be constructed with- 
out Federal assistance. These advances are repayable, without interest, if and 
when the construction is undertaken. 

Under this program, the administration has requested appropriations of $12 
million for fiscal year 1957 as part of a schedule to build up a revolving fund of 
$48 million by fiscal year 1959. The House decreased this request by $6 million. 

It is the view of the national chamber and the Hoover Commission that State 
and local governments should make provision for such programing or budgeting 
of non-Federal public works. In the language of the report, if the States and 
municipalities can seriously consider plans for public improvements involving 
the expenditures of substantial amounts of money, they should be able to afford 
the costs of planning such programs. 

We believe that communities and the States have the capacity to pay for 
public-works planning and that funds from the Federal Government for this 
purpose are not needed. 
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It is impossible to expect the Federal Government to supply financial support 
for public-works planning without also exerting some direction over the expendi- 
ture of Federal funds. Since local authorities by necessity are best equipped 
for developing such plans, it is most unfortunate to permit Federal intervention, 
no matter how well intentioned. 

The program should be terminated and the revolving fund liquidated. This 
action would relieve the Federal Government of an expense of $1,280,000 in fiscal 
year 1957, which is the estimated loss in that year from advances made by the 
revolving fund. 

Cordially yours, 
CLARENCE R. MILEs. 


TRANSPORTATION ASSOCIATION OF AMERICA, 
Washington 6, D. C., May 8, 1956. 
Re Interstate Commerce Commission 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent Offices and General Government 
Matters, Senate Appropriations Committee, 
United States Senate, Washington 25, D. C. 

My Dear CHAIRMAN MaGnuson: As promised you during our presentation 
before your subcommittee concerning the budget needs of the Interstate Com- 
merce Commission, we have checked further into the problem of shortages of 
so-called nonhearing examiners. 

Recognizing that we are not now seeking the optimum number of such em- 
ployees—which can only be reached over a period of time because of recruiting 
and training problems—we believe that the addition of 20 nonhearing examiners 
to the number already approved by the House would help materially in reducing 
existing bottlenecks in the Commission’s workload. Annual salaries for these 
20 additional employees would amount to approximately $125,000. The neces- 
sary extra clerical help, plus supplies and equipment, to process their work would 
cost another $90,000, making a total of $215,000. 

It should be pointed out that in order to expedite the processing of the cases 
now being handled by nonhearing examiners, the Commission has been forced 
this year to transfer 34 employees, primarily clerical, from other sections. Since 
these transferred workers must be continued in their new assignments, there 
remains the problem of refilling their vacated positions. To do this, we under- 
stand, would require an added expenditure of $210,000, with $110,000 of this 
going for salaries and $100,000 for equipment and supplies. 

The total budget allowance needed to permit filling the above positions would 
amount to $425,000. If granted, we firmly believe this added expenditure would 
be worth many times its cost in more efficient and expeditious regulation. 

Since we do not have available firsthand knowledge of the exact costs entailed 
in employment of ICC personnel, perhaps you will want to check with the Com- 
mission for more details with respect to the personnel changes suggested in this 
letter. 

We greatly appreciate your interest in this important matter. 

Sincerely, 
GErEorGE P. BAKeEr, President. 


THE WHITE HOowsgE, 
Washington, May 4, 1956. 
Hon, CARL HAYDEN, 
Chairman, Senate Appropriations Committee, 
United States Senate, Washington, D.C. 


DEAR SENATOR HAYDEN: I wish to call your attention to the importance which 
I attach to the continuance of the National Security Training Commission, under 
the able chairmanship of Gen. David Sarnoff. 

As you know, the Commission was established in 1951 and given the responsi- 
bility of looking after the welfare of persons undergoing 6-month training for 
Reserve service. The Reserve Forces Act of 1955 reiterated this duty and pro- 
vided that the Commission should advise the President and the Secretary of 
Defense and report annually to the Congress regarding the 6-month Reserve 
trainees. 

The Commission was given only $40,000 by the Congress in 1955. Although 
these funds were inadequate, the Commission members have done their best to 
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earry out their responsibilities under the law, using such devices as the fore- 
going of all pay during this fiscal year. For the next fiscal year the Com- 
mission’s request is for $75,000, which I feel is indeed modest, considering the stat- 
utory responsibilities of the Commission. If the House elimination of this 
request is not corrected it will in effect repeal a portion of the Reserve Forces Act 
of 1955 because the Commission, which by law must concern itself with the 
welfare of the trainees, will be unable to function. 

I earnestly hope that your committee will reinstate these funds so that this 
group of distinguished Americans who serve at personal sacrifice can continue 
their useful work in building a strong Reserve. 

With kind regard, 

Sincerely, 
Dwicut D, EISENHOWER. 
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